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Potted Pterodactyl 
"Keeps 100 Million Years 


NCASED IN SOFT MuD which later turned to 
E stone, the most fragile bones of this pre- 
historic flying lizard have been preserved for 
millions of years. Today, for the same protec- 
tive cushioning effect, manufacturers embed 
delicate electronic components in tough syn- 
thetic resins. 

Outstanding in this new field are Epon® 
resins. Easy to use, they can be cast and cured 
at low temperatures, they bond metal to metal, 


or metal to glass, and adhere firmly even under 
the heat of soldering. 

Once “potted” in Epon resin, delicate com- 
ponents are safe from shock, moisture, chemical 
action, rapid change in temperature. And Epon 
resins won't short-circuit, even at extremes of 
temperature and humidity. 

Development of Epon resin is another ex- 
ample of Shell Chemical’s partnership with 
industry and agriculture. 
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Today they sheath skyscrapers with 
aluminum. It’s an important metal 
in airplanes, ships, trains, trucks and 
busses. Slender aluminum cables 
share the job of carrying America’s 
light and power. 

These are only two of the more 
than 4,000 uses of this “Twentieth 
Century Metal’’— all stemming di- 
rectly from the gleaming tea-kettle 
which in 1891 was the first product 
of an aluminum foundry. 

From that tea-kettle to modern in- 
dustrial uses was an inevitable step. 
With new fabricating techniques, 
lower prices, and a ready supply of 





“Vision is Indispensable to Progress” 





How an aluminum kettle 


raw material in the bauxite ore 
which makes up eight percent of the 
earth’s surface, aluminum earned 
quick acceptance. 

Light but strong, corrosion resist- 
ant, a good conductor, easily work- 
able, it has become a key material in 
the transportation, building, elec- 
trical, packaging, hardware, and ap- 
pliance industries. From stoves to 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 15, N. Y. 
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of things to come 


steam shovels, camera films to beer 
barrels, a metal for today—and to- 
morrow. In 1954—a U.S. capacity of 
1,500,000 tons; twenty years from 
now — 4,500,000 tons. 

Aluminum —an example of the 
progress attained by men of vision 
working together and another great 
contributor to America’s steady de- 
velopment. 











%* What Ike Sees 


Just how serious is the recent dip in 

business activity? What does the Gov- 

TH c ernment plan to do about it? Here are 
President Eisenhower's own views in 

detail: You get full text of important 


sections of his report on U. S. economic 
progress, starting on page 44... and 
an analysis of that message, starting 


on page 20. 


% Is U.S. Going Back to Secret Diplomacy? 


Are treaties on the way out as a means of doing business with 
other countries? Here is the story of how secret deals are taking 
over in U. S. diplomacy. See page 32. 


* St. Lawrence Seaway: Who Benefits? 


How will the St. Lawrence Seaway, when finally built, really 
affect the Midwest? The East? For a look at the dollars-and- 
cents benefits—and hazards—turn to page 54. 
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Project 140.20.2 


in the search for new and better steels and steelmaking methods 


Not many weeks ago, Inland released a book reporting new findings in the 
continuing search for ways to improve the corrosion resistance of Tin Plate. The 
highly technical report was important to relatively few men, restricted to a handful 
of companies in a single industry. Yet it represented several years’ 

research by top men in the country. 


We mention this merely to remind you that Inland’s Research and 


Development Department is constantly probing for improved 







products and processes. And, over the years, a great many 
Inland steel users have benefited. 








INLAND STEEL COMPANY 
38 SOUTH DEARBORN STREET © CHICAGO 3, ILLINOIS 


Sales Offices: Chicago * Milwaukee ° St. Paul * Davenport 
St. Louis * Kansas City * Indianapolis * Detroit * New York 





Principal Products: * Sheets * Strip * Plates * Structural Shapes 
Bars * Tin Mill Products * Rails and Track Accessories * Coal Chemicals 












* Those basic materials which serve as starting points 
and “BREED” additional industry 


Yes, we've turned the ground for you— 
explored the possibilities—and we now 
have something concrete—a factual Pre- 
liminary Evaluation by the Blaw-Knox 
Company on raw material advantages in 
Oklahoma. 


Further than that, though—a supple- 
mentary and exhaustively detailed study 
as to your own specific requirements can 
be made as soon as we know the extent of 
your needs. This specific analysis, supple- 
menting the Preliminary Blaw-Knox 
Report will include all pertinent factors 
—from flow diagrams of proposed plant 
facilities to an analysis of future markets 
for your products, 





No obligation is involved for either of 
these reports and all such requests will 
be kept confidential. Write immediately 
for the Preliminary Evaluation, and give 
us your specific needs for the Supple- 
mentary detailed analysis. 











For genero! information on Okla- 
homa plont location possibilities, 
write for “Okichome—State of 
Industry” — a free brochure out- 
lining the state's facilities. 
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POLICY REVERSED 


pe SENATE took only a day for de- 
bate. Then it voted overwhelmingly 
(81 to 6) to give President Syngman 
Rhee of Korea a guarantee that the U. S. 
will protest with force if the Communists 
decide on further aggression against him. 

The treaty was negotiated last August 
by Secretary of State John Foster Dulles 
and Mr. Rhee. It represented, for the 
U.S., a 180-degree turn in policy since 
Jan. 12, 1950. That was the day—six 
months before the Communists crossed 
the 38th parallel—that Dean Acheson, 
then Secretary of State, stood before the 
National Press Club in Washington to 
make a major speech. The American de- 
fense perimeter in the Pacific, Mr. Ach- 
eson announced, ran on a line from Ja- 
pan to the Philippines, excluding Korea. 
Now Korea formally is placed inside. 


DISAPPEARANCE 


HE 21 americans packed their be- 
_ patil climbed into Russian-built 
trucks, drove off behind the Iron Cur- 
tain. They had come to Korea to fight 
Communism, ended up by embracing it. 

The U.S. had apparently seen the last 
of them. When next heard from, if ever, 
they are expected to be serving their 
Communist masters by broadcasting anti- 
American propaganda. 


BUTTER PLAN 


MERICAN HOUSEWIVES, instead of the 
Russians, may be able to buy, at far 
less than current prices, some of that 
surplus butter held by the Government. 
Senator George Aiken (Rep.), of Ver- 
mont, said the Government is consider- 
ing selling butter it buys under the sup- 
port program back into the trade at about 
30 cents a pound. It could then be mar- 
keted, said the Senator, for about 47 cents. 
The Government would lose heavily 
on the deal. It pays 67 cents a pound for 
the butter. But the housewife would 
gain. And, anyway, said Senator Aiken, 
there are going to be losses whichever 
way the Administration turns. 


STANCH FRIEND 


RESIDENT CELAL BAYAR Of Turkey re- 
(poe the greeting of 75,000 persons 
who lined the streets of Washington to 
welcome him. The 70-year-old chief of 
state was making a month’s tour of 
the U.S. 

As he shook President Eisenhower's 
hand at the White House, Mr. Bayar 


might have said to himself “Hos bulduk” 
—Turkish for “We have found welcome.” 
He represented a nation whose record 
was hard to match as a backer of the 
U.S. against Communism. 


MISSILE TEST 


HE ARMY ANNOUNCED that for the 

first time it would use one of its 
supersecret guided missiles in a field 
exercise, scheduled for Fort Bragg, N. C., 
in April. 

The new weapon is the “Corporal,” 
apparently a surface-to-surface guided 
missile. The announcement, military 
observers believed, means the Army has 
come close to perfecting a weapon ca- 
pable of sending an atomic shell at great 
speed over long distances—and _plac- 
ing it squarely on the target. 


WHITE HOUSE CONSULTANT 


LARENCE B. RANDALL, of Inland Steel, 

turned his report on trade policy 
over to the President. His commission’s 
recommendations for a more liberal tariff 
policy faced stiff opposition from power- 
ful, protection-minded Congressmen. 
Whatever happened to his recommenda- 
tions, Mr. Randall was going to be 
around to see it. President Eisenhower 
announced he was keeping Mr. Randall 
on as a special consultant. 


CAMPAIGN BACKFIRES 


PANISH STUDENTS, organized by the 
Falangists, turned out to support 
Spain’s demand that the British return 
Gibraltar. Crowds milled about the Brit- 
ish Embassy demonstrating in support 
of Generalissimo Franco’s campaign. 
Then, suddenly, the campaign boom- 
eranged. The student crowds got out of 
hand, mixed it up with Franco police. 
Next day the students were out demon- 
strating against Franco’s police. 


ATOMIC BATTERY 


CA ANNOUNCED the development of 

the first practical method for con- 
verting atomic energy directly into elec- 
tricity. Board chairman David Sarnoff 
said the invention may prove to be as 
significant as Thomas Edison’s conver- 
sion of electricity into light. 

The new “atomic battery” converts 
radioactive waves into electric current. 
Mr. Sarnoff used the current to tap out a 
telegraph message: “Man is still the 
greatest miracle and the greatest prob- 
lem on this earth.” 
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When should a child first go to the dentist? 


we a child is about three years 
old, he should visit the dentist. 
This may seem quite young, bul au- 
thorities say it is generally the best 
age to introduce a child to dental care. 

In most cases, little if any treat- 
ment is needed during the first visit. 
This appointment, however, is impor- 
tant because it gives the child an op- 
portunity to become acquainted with 
the dentist and his office. It also helps 
to build the child’s confidence so that 
future visits may be less likely to 
cause fear and anxiety. 

Authorities recommend dental ex- 
aminations for a child at least twice a 
year after he is three years old. This 
enables the dentist to detect any small 
cavities in the so-called ‘“‘baby teeth” 
and fill them promptly. If this is not 
done, decay will progress with possible 
early loss of these ‘‘baby teeth.’’ This 
in turn may result later in irregulari- 
ties or crookedness in the child’s 
permanent teeth. 


COPYRIGHT 1954— METROPOLITAN LIFE INSURANCE COMPANY 


i Metropolitan Life insurance Company 


When the first permanent molars 
appear, around age six, dental check- 
ups are particularly necessary. Though 
these molars may be mistaken for 
“baby teeth,” they are a part of the 
permanent set, and if they are lost, 
nature will not replace them. Prompt 
repair of weak spots or surface cracks 
in the six-year molars is essential for 
their preservation. 

Good dental health requires more 
than regular visits to the dentist. Diet, 
for example, plays an important part 
in keeping children’s teeth and gums 
healthy. Daily care of the teeth and 
gums is also essential to good dental 
health. Dentists say that all children 
should be taught to brush their teeth 
within ten minutes after every meal, 
for at least three minutes at a time. 

Tooth decay is largely a disease of 
the young. The American Dental 
Association estimates that about one 
out of every three children, entering 
the first grade, has a permanent tooth 


Please mail me a free copy 
“ of your booklet, 254-K, ‘‘For 
{ ) Good Teeth.” 


Name 


so badly decayed that extraction is 
required. 


Fortunately, the prospect of reduc- 
ing tooth decay has been improved by 
fluoride’ treatments. These 
require four visits to the dentist at 
weekly intervals, and involve nothing 
more than applying the chemical di- 
rectly to the children’s teeth. 


sodium 


Dentists recommend that these 
treatments be given when children are 
three, seven, ten, and thirteen years 
of age. Studies show that after four 
treatments with sodium fluoride, de- 
cay in children’s teeth may decrease 
as much as 40 percent. 


Adults, too, should visit the dentist 
regularly, have defects promptly re- 
paired, keep the teeth clean, and eat 
well-balanced meals. These safeguards 
are important because it has been es- 
tablished that there is a relationship 
between the health of teeth and gums, 
and general health. 
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Washington Whispers nuns 


[What appears on this page is reported in Washington and other news centers] 


Volunteers for Indochina? . . . Republican Faithful 
Getting More Jobs . . . Congress Cool to Strike Votes 


President Eisenhower is not opposed 
to the idea that Americans volunteer 
for service in Indochina, either as 
technicians or soldiers, on the side of 
France. There is no support, however, 
for suggestions that American troops 
be sent to that war, in or out of 
uniform. 


x *k * 


John Foster Dulles, U.S. Secretary of 
State, and Anthony Eden, British 
Foreign Secretary, are trying in the 
Berlin conference to build up France’s 
Foreign Minister, Georges Bidault, to 
a stature that will help him get France 
to ratify plans for a European Army. 
The Western Allies are angling for a 
Southeast Asia conference that will 
be used to try to work out a peace 
deal for Indochina, thereby relieving 
political pressures in France. 


x wk * 


Political soundings, being taken out 
in the country, convince the Eisen- 
hower Administration that its popular 
support is greater than many imagine. 
Democrats are not as confident as 
they once were that control of Con- 
gress will shift to their side after next 
November. 


ie. ies 5 


Sherman Adams, chief of staff to the 
President, is unbending a little and 
letting Republican Senators have a 
few more jobs to pass out to help 
build party fences. Senators still com- 
plain that it is very hard to convince 
the White House that it can spare 
Democrats in key jobs. 


e *t oe 


Mr. Eisenhower is beginning to per- 
mit use of normal political pressures 
to get things done the way the White 
House wants them done in Congress. 
It is being noted that a 3-million-dol- 
lar item for restudy of the Passama- 
quoddy project for generating electric 
power from the tides of the Bay of 





Fundy has been followed by a more 
friendly attitude on the part of 
Maine’s Senators. This project had 
been a favorite of President Roosevelt. 


xk * 


Senator John W. Bricker, sponsor of 
the proposed constitutional amend- 
ment to limit the President’s power in 
treaty making, is not soon to forget 
some of the patronage and other 
methods used by the White House 
staff to influence votes. Ohio is a key 
State in the November election. 


wok ae 


Senator Alexander Wiley, going all 
out to support the President’s opposi- 
tion to the Bricker amendment, is 
running into serious political opposi- 
tion in his home State of Wisconsin 
as a result. The Wisconsin Senator 
still is not being favored much when 
jobs are passed out to the faithful. 


* x * 


Senator Joseph McCarthy, for the 
moment at least, is getting along 
much better with the White House. 
Members of the White House staff 
contend that marriage has mellowed 
the Wisconsin Senator somewhat and 
made him a different man to deal 
with. 


x *k * 


President Eisenhower put in his budg- 
et a whopping figure of 5.5 billion dol- 
lars for foreign aid, military and 
economic, leaving to Congress any 
decision on cuts. This is one part of 
the Eisenhower program that may be 
headed for rough going. 


x *k * 


Walter Bedell Smith, Under Secretary 
of State and close friend of President 
Eisenhower, is delaying his retirement 
from Government service until Sep- 
tember of this year. Mr. Smith had 
talked of an earlier retirement to enter 
private business. 





Arthur Dean, special U.S. Ambassa- 
dor who has negotiated with the Com- 
munists in Korea, is not likely to be 
named to succeed Walter Robertson 
as Assistant Secretary of State for Far 
Eastern affairs. Mr. Dean sent up the 
trial balloon on U.S. recognition of 
Communist China that exploded with 
political repercussions. 


x & € 


James P. Mitchell, Secretary of La- 
bor, has a letdown feeling in his rela- 
tions with the White House staff. Sec- 


retary Mitchell as much as promised 


labor leaders that the President was 
going to favor an early increase in the 
minimum wage in this country from 
75 cents to $1. The President, for the 


time being, is backing away from that b 


proposal. 
xk k & 


President Eisenhower is quite un- 
happy about the way Republican 
leaders in Congress are shying away | 


from the Administration idea for elec- © 
tions after big strikes start, to deter- | 


mine whether the workers want to go 
on striking. Republican politicians 
appear not to want to touch that one 
with a 10-foot pole. 


x «x «* k 


eee 


Thomas Dewey, New York Governor, | 
is giving all indications of a political | 
leader who has decided to try to keep i 
his. job, despite earlier reports to | 
the contrary. Mr. Dewey will be | 
seeking his fourth term, if he runs, | 


and will be wondering if lightning | 


might strike him again in 1956 when | 
Republicans nominate their presiden- | 
tial candidate. 


x *k * 


India’s Prime Minister, Jawaharlal | 
Nehru, put pressure on Australia to | 
intervene with the United States 
against any military aid for Pakistan. 
Australia, however, said that what 
U.S. did was none of its business. — 


— 
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“NOW IT WON’T HURT, TIP!” 


- ' “AFTER this, stay in your own yard and you won’t covery. More important, Hardware Mutuals loss preven- 
ica 


: A have an accident. You'd be ina fine fix if someone __ tion specialists help eliminate hazards before they cause 
aa | didn’t take care of you.” accidents. Fast, nationwide, day-and-night service is assured 
Pt Even the family puppy appreciates good care like this. | by Hardware Mutuals policy back of the policyo. 
oni And when employers give their workers sound, reliable, More than $120,000,000 in dividend savings have been 
ing) On-the-job accident protection, they boost morale and returned to Hardware Mutuals policyholders since 
hen) improve production. organization. For complete information, simply 
len- ) Hardware Mutuals rank among the leaders in call Western Union, ask for Operator 25, and say you 
promptness of paying workmen’s compensation want the name and address of your nearest 
claims. This relieves worry and helps speed re- Hardware Mutuals representative. 
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Did you know that men like | 
rf e s 
Washington, Jefferson and Madison 
favored beer as a beverage 
e i 5 B 
of moderation: be canst ) 
i: 
aa 
i, x 0 : 
( mt pe 
“s + ee ES : 
Pte ‘ ii) 
aeons 
a o 
Our Founding Fathers were men of tolerance : 
and temperance, and so it was only natural that 4 
they had such a high regard for beer and brewing. 
George Washington, for example, had his own . 
recipe for making beer. A copy of it in Washing- 
ton’s own handwriting has come down to us in 
Today, as in the past, beer is a part of Amer- his personal notebook, which may be seen in the 
ican life. Almost two out of three families New York Public Library. : 
in this nation now serve beer in their homes. &<“ > : ” 
ccna lahaliees: «cing ahie helene, Samuel Adams, Father of the Revolution, 
freedom-loving land of ours—as America’s was a brewer, as his Puritan father had been. : 
beverages of moderation. Writings prove such men as Jefferson, Madison 
and Patrick Henry endorsed beer and brewing. 
; ; SA 
United States Brewers Foundation... chartered 1862 BR | 


One of America’s Oldest Continuous Non-Profit Trade Associations Writt 
Representing over 85% of the Country’s Malt-Beverage Production e 
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The big question now is, when does adjustment end, upturn start again? 
} Early autumn, 1954, is the official forecast for a turn. It's then that 
surplus goods are expected to be worked off, consumer demand turning up. 

Early 1955 is the unofficial view. It'll take more time to adjust to cuts 
in Government spending that only now are beginning to be felt. 

Either way, the prospect is that the drop will not be long or severe. 
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Keep this in mind, too: The goal is not a return to inflation, to a new 
series of annual rounds of wage rises, price increases. 

Stability, instead, is the new goal. 

Overemployment is not sought. Prices will be expected to be easing some- 
what. Quality of goods will be improving. Wages will go up as efficiency goes 
up, not just to assure wage earners a bigger slice of national income. 

Competition will be intense. Profit margins will be under pressure. 

Government will be in the picture to assure adequate supplies of money, to 
see that the game is played fair, to bolster when weaknesses show. 

It's more the normal of pre-New Deal days that once again is sought, a 
period when the market place does the regulating and when the individual and his 
initiative get fuller play. Government's role is less dominant. 




















The period of the 1920s isn't out of the mind of today's planners. 
Price trends, in much of that period, were gently downward. Wage rates 
r moved up gradually. Industry's production grew in a steady way. 

People felt prosperous and quite contented. The 1.5 million out of work 
were considered normal. These were seaSonal workers, workers changing jobs, 
those considered unemployable. Comparable number today would be 3 million. 

Population was rising steadily. Building was active. Taxes were low. 

Government's role in that period was negative, however. A farm problem was 
permitted to go from bad to worse. Bank failures were ignored. A stock-market 
boom was permitted to get out of hand, then to collapse. 

What planners would like is the 1920s with Government more watchful and 
playing a more active role to keep things on an even keel. 
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Two factors are at work now forcing the present adjustment: 
1. Inventories of goods are being worked down. There was too much loading 
up in expectation of continued high demand and still higher prices. 
7 2. Government is cutting back from war. When Government cuts billions 
j from spending, the effect is the same as if anybody else cut spending. 
q Together, these factors are causing adjustment from boom levels. The 
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amazing thing, most everybody is agreed, is that the adjustment is not more 
severe than it is. There's just a gentle settling down to what gradually will 
seem a normal level. There's no sudden crack--no big unemployment, no real 
suffering. Most anyone who really wants work can find it, although he may not 
always get exactly the job he wants at exactly the pay he would like. 


Tax-law change is at the heart of prosperity planning for the future. 

Individuals will be allowed to keep more of their income. Prices of some 
goods and services will be reduced through cuts in excise taxes. 

Business already is relieved of the excess-profits tax. Allowances for 
depreciation of new plant and equipment will be made more liberal. The small 
business that retains and reinvests much of its earnings will not be subject to 
a penalty for not paying out more. Tax attitudes are changed. 

Investors will be relieved of a portion of tax on dividend income. Tax on 
capital gains will be eased next year if not this year. 

Tax on losses from hobbies is going to be modified. So are others. 

Taxation in New Deal and "Fair Deal" days was geared to social purposes, to 
redistribute income, to force corporations to pay out income, to discourage 








investment in shares of companies or to deny rewards for success. New attitude 
is that taxation should be confined to the purpose of revenue raising. 



















Stock-market flurry reflects changed tax attitudes. There is a feeling 
that investment in equities--buying of shares in a company--will tend to be 
encouraged in the future, not discouraged by punitive taxation. 

Borrowed money, debt, has financed much corporation expansion in year just 





past. Equity money, money raised through sales of shares, has been a bit 
scarce. Government policy discouraged the equity markets. 
New line of policy is to revive interest in equity financing. 











Profit outlook, over all, is moderately less favorable in 1954 than in 
1953. Production levels often will be a bit lower, pressure on prices greater. 

Dividend payments, however, may be little changed this year. 

Tax policies, official attitudes may encourage corporation management to 
pay out a larger share of earnings. End of excess-profits tax, too, gives many 
companies more leeway in earnings. All through postwar years, tendency on the 
part of corporations, until now, has been to retain earnings so far as possible, 
to give the stockholder as little as possible. That may change. 































Tax-cut pressure, actually, is snowballing in Congress. Taxpayers are sure 
to get some breaks. Farmers will be assured of continued support of prices at 
close to present levels. Minimum wage rate is unlikely to be raised. 

Foreign aid will be cut substantially below Eisenhower proposals. 

Hawaiian statehood is far from assured. Alaska will not get into the union 
anytime soon. St. Lawrence Waterway, very probably, is to be built with or 
without approval by Congress. Go-ahead is likely this year. 

















Diplomats, meeting in Berlin, aren't likely to accomplish much. It's just 
another meeting to satisfy a human urge to talk a lot. Molotov, making a lot of 
proposals, is seeing if anybody wants to do business with him again. Molotov, 
experience shows, tries to make agreements so he can break then. 
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_ “LaM FILTERS ARE JUST WHAT 
_. THE DOCTOR ORDERED!” 
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When I read the facts below I tried L&M Filters. ’'m really 
enthusiastic about them. They’re a wonderful smoke—with a filter 
that really does the job. I’m sure you'll like them as much as I do. 
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SECRETARY DULLES 
. .- made an answer 


> JOHN FOSTER DULLES, Secretary of 
State, renewed an old rivalry when he 
tangled with Russia’s Foreign Minister, 
Vyacheslav M. Molotov, in the Berlin 
Big Four conference. It was the Western 
strategy to let France’s Foreign Minister, 
Georges Bidault, carry the ball for the 
West at Berlin and thus strengthen and 
emphasize French solidarity with the 
U.S. and Britain. 

But, when Mr. Molotov proposed 
bringing Red China into five-power talks 
on world peace, it was Mr. Dulles who 
answered him. His answer: “No.” 

Mr. Dulles has been clashing with Mr. 
Molotov in various international meet- 
ings since 1945, when he helped set up 
the United Nations in San Francisco. 
Later he met the Russians face to face 
at London, Paris and Moscow. But then 
he was only a Republican adviser in a 
Democratic Administration. This is his 
first direct encounter with the Soviets as 
Secretary of State. Although his speeches 
may show scorn of the Kremlin’s pro- 
posals, Mr. Dulles does not underesti- 
mate Mr. Molotov as a wily adversary. 
He once remarked he had never seen such 
“personal diplomatic skill” as Mr. Molo- 
tov’s. 


> SENATOR JOSEPH R. McCARTHY 
has made peace with the three Demo- 
crats who bolted from his Senate Perma- 
nent Subcommittee on Investigations last 
summer. They walked out when the four 
Republican members gave chairman Mc- 
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Carthy sole authority to hire and fire 
committee employes. To get them back, 
Mr. McCarthy not only gave up this one- 
man rule but made other concessions. 

The truce strengthens Senator Mc- 
Carthy’s position in his campaign to ex- 
pand his group’s investigations—and to 
win an appropriation big enough to fi- 
nance them. High on his investigative 
list are: more probes of Communist spy- 
ing in defense plants; a look into sus- 
pected frauds in Alaska; checks on 
alleged fraudulent settlements of federal 
income tax cases. 

Senator McCarthy also went out of his 
way to spike reports that he was splitting 
with President Eisenhower and aiming at 
the Presidency himself. He said that “un- 
der no Circumstances” will he run for 
President in 1956 and, “barring anything 
unforeseen,” he would support Mr. Eisen- 
hower for re-election. 


> ARTHUR F. BURNS, as head of the 
President’s Council of Economic Ad- 
visers, had a big part in preparing the 
optimistic report on the nation’s economy 
that President Eisenhower sent to Con- 
gress last week. The report called the 
nation “marvelously prosperous” and 
predicted quick recovery from the recent 
dip in business. 

Such optimism is unusual with Mr. 
Burns. He built a reputation in private 
life as one of the most cautious of eco- 
nomic experts in forecasting business 
trends. During the previous Administra- 
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ECONOMIST BURNS 
. made a prediction 
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tion he criticized President Truman’s 
Council for daring to make a long-range 
forecast. 

To Mr. Burns, economics is a science. 
He taught it for 26 years at Rutgers and 
Columbia universities. Although a regis- 
tered Democrat, he supported Mr. Eisen- 
hower in the 1952 election and has made 
himself one of the President’s closest ad- 
visers. Mr. Burns was born in Austria in 
1904, emigrated to the United States as 
a young boy. 


> SENATOR GUY M. GILLETTE, who is 
running for re-election next autumn, has 
hit on a lively campaign issue: the high 
price of coffee. When coffee took another 
price jump last week, the Iowa Democrat 
charged that “gambling and speculative 
practices” were largely responsible and 
demanded that the Federal Trade Com- 
mission take action. 

Over the nation, housewives echoed his 
protest. Some began a coffee boycott. 
When Brazil offered to finance a trip by 
“four typical American housewives” to 
see for themselves that crop failures were 
to blame for the price rise, the General 
Federation of Women’s Clubs snapped 
up the offer. 

Soon two federal investigations of cof- 
fee prices were under way: one by the 
Federal Trade Commission, another by 
the Senate Banking Committee. 

Mr. Gillette’s interest in coffee prices 
is not new. He headed a subcommittee 

(Continued on page 14) 
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(Advertisement) 


Suppose an auto maker had to ask the government’s 
permission to raise or lower the price of his cars... 


Over the past 50 years, the auto- 
mobile industry has grown to 
mammoth size— giving employ- 
ment, directly and indirectly, to 
millions of people. 


Its accomplishments have been 
the accomplishments of private 
management, free to make de- 
cisions in the best interests of 
customers, employees and stock- 
holders—and to put those deci- 
sions into effect immediately. 


For example, if a competitive 
situation makes advisable a reduc- 
tion in price, an automobile man- 
ufacturer can announce that re- 
duction over-night. Conversely, 
should material costs rise or a 
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general wage increase be granted, 
added operating expense can be 
offset by an immediate price rise. 


Most businesses are able to 
operate with this freedom — with 
management assuming full re- 
sponsibility for its decisions. 


A notable exception is the rail- 
road industry, where a decision to 
reduce or increase rates must be 
submitted to a regulatory com- 
mission. The railroads agree that 
reasonable regulation of railroad 
prices is in the public interest but, 
in recent years, decisions on gen- 
eral freight rate increases at the 
national level have taken an aver- 
age of 350 days—a time lag that 


New Willys passenger cars coming off the line in Toledo 
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has cost the railroads more than 
a billion dollars in lost revenues. 


The railroads perform an im- 
portant service for American busi- 
ness and industry. To do their job, 
they need and ask the basic free- 
dom other businesses enjoy in our 
competitive economy. They ask 
that regulations be modernized 
to fit present day conditions. 


The railroads operating in the 
highly populated and industrial 
East are especially burdened by 
the restrictions placed upon them 
by outmoded and unrealistic regu- 
lations. ... Eastern Railroad Presi- 
dents Conference, 143 Liberty 
Street, New York 6, New York. - 
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investigation of the subject in 1950. He 
claims the recommendations his group 
made then would check the price spiral. 
Mr. Gillette, 75 this week, has served 17 
years in Congress. 


> SENATOR ALEXANDER WILEY, Wis- 
consin Republican, has been a leader in 
the Senate fight against the Bricker 
amendment that would curb the -Presi- 
dent’s treaty-making powers. Mr. Wiley 
stood firm even when backers of the 
amendment began attacking him in his 
home State and he met boos at one Wis- 
consin political gathering. He doesn’t 
have to face the voters again until 1956. 

When Mr. Wiley first was elected to 
the Senate in 1938, he was called an iso- 
lationist. But he veered until, today, he 
is one of the Senate’s strongest advocates 
of international co-operation. When the 
Republicans took over the Senate last 
year, he had his choice of two important 
chairmanships and chose that of the For- 
eign Relations Committee. 

Before entering the Senate, Mr. Wiley 
was a small-town lawyer, banker and 
dairy farmer, more active in Chamber of 
Commerce work than in politics. Two 
years ago, at 67, he married a British- 
born widow, 41. 


> JAMES ROOSEVELT is trying a po- 
litical comeback by running for Congress 
in California’s 26th district. If he wins, 
he will be the second son of the late 
President to sit in Congress. Franklin D. 
Roosevelt, Jr., has been a Representative 
from New York since 1949. 

At one time it looked as though the 
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JAMES ROOSEVELT 
..+@ political family 
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two Roosevelt brothers were racing each 
other toward the Presidency. With Frank- 
lin, Jr., already in Congress, James ran 
for Governor of California in 1950. He 
had an imposing record as a former 
White House administrative assistant, a 
Marine hero in World War II and Cali- 
fornia’s Democratic National Committee- 
man. But he was soundly beaten for Gov- 
ernor, and this is his first political ven- 
ture since that defeat. He is now 46. 


> SIMON E. SOBELOFF becomes the 
nation’s second-highest legal officer with 
his nomination as Solicitor General. The 
Solicitor General is the chief legal adviser 
of the Attorney General and represents 
the Justice Department in its most im- 
portant cases before the Supreme Court. 

The office often has proved to be a 
steppingstone to even higher position. 
Among former Solicitors General were 
William Howard Taft, later President, 
and Robert H. Jackson and Stanley F. 
Reed, now in the Supreme Court. 

Mr. Sobeloff, 60, was Chief Judge of 
the Maryland Court of Appeals. His pre- 
vious posts included U.S. Attorney for 
the District of Maryland and City So- 
licitor of Baltimure. His parents came 
from Russia. 


> SIR WINSTON CHURCHILL, at 79, 
has served notice that he is not yet ready 
to retire as Britain’s Prime Minister. De- 
mands for his resignation began among 
his Laborite foes when he became ill last 
year. Speculation grew that the old war 
horse might quit after Queen Elizabeth’s 
return from her tour next May. 





But when he was asked by a Labor 
member in Parliament about this report, 
Sir Winston replied with a youthful grin: 
“It is a delusion.” Then he sent for his 
hearing aid so he could listen while even 
the Laborites joined in expressions of 
gratification. 

Sir Winston came back to power with 
the Conservative election victory of 1951 
at an age when most men already have 
retired. He said last October that he 
would remain as Prime Minister at least 
“for the time being because I have a feel- 
ing that I may .. . have an influence on 
what I care about above all else—the 
building of a sure and lasting peace.” 


> FRANCISCO FRANCO, Spanish dic- 
tator, having won American aid with his 
deal for U.S. air bases in Spain, is now 
putting pressure on Britain and France. 
He’s staging public demonstrations at 
home for return of British-held Gibraltar, 
and fomenting trouble in Morocco for 
the pro-French Sultan, Sidi Mohammed 
ben Moulay Arafa. 

Generalissimo Franco is suspected of 
aiming at the same general objective in 
both his anti-British and anti-French 
campaigns: He wants membership in the 


North Atlantic Treaty Organization, and ( 


he wants his long-ostracized dictatorship 
welcomed back into international so- 
ciety. The pressures he is exerting might 
make good trading material toward these 
goals. Gibraltar has long been the rock 
of British defenses in the Mediterranean. 
Morocco is a hotbed of nationalism, with 
the Sultan an important French stopper 
on Arab demands for independence. 
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...@ political triumph 
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“Scotch” Brand Filament Tape. Super-strong, 
shock-resistant for heavy-duty packaging and 
materials-handling. Thousands of filaments 
imbedded in pressure-sensitive adhesive with 
new exclusive ‘‘mirror-surface”’ that gives 100% 
tape contact, puts all the amazing tape strength 
to work. Write on your letterhead for more 
data, free test samples. 


FILAMENT TAPE... one of 


PRESSURE- 
SENSITIVE 
TAPES 
for industry, trademarked ial 


The term “Scotch” and the plaid design are registered trademarks of Minnesota Mining and Manufacturing 
Co., St. Paul 6, Minnesota. General Export: 122 E. 42nd St., New York 17,N, Y. In Canada: London, Ont., Can. 








LOOK what 


you can do 
with it! 







REINFORCE CONTAINERS with short 
strips of “Scotch” Brand Filament 
Tape. Sticks tight. The powerful 
“‘mirror-surface”’ adhesive puts all the 
tape strength to work. There’s full 
value in every inch of filament tape. 


SAFELY BUNDLE finished lumber with 
‘“Scotch” Brand Filament Tape. 
Won’t scratch or mar softest wood. 
Tape sticks tight; pieces can’t slip 
loose. Comes in red, white, black and 
transparent for color coding. 
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i STOP LOAD-SHIFTING during ship- 

ment with “Scotch” Brand Filament 

| Tape. Tests have proved 99% ‘‘safe 

| shipments.” And tape is easy to apply, 
easy to remove at destination. No 

| disposal problem, either! 
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SPEED APPLICATION with this new 
hand dispenser designed especially 
for “Scotch”? Brand Filament Tape. 
Heavy-duty construction. Rust-proof. 
Corrugated blade gives longer life, 
quickly cuts tape up to 1-in. wide. 





Each pin represents the 
location of one of the more 
than 2,000 Texaco Distributing 
Plants in all 48 States. 


Here’s a good example: 


WEIRTON STEEL COMPANY 


Weirton, West Virginia, was having 
trouble a while back with the gears of 7 
tin plate shears. Gears were pitted—and 
running so hot they caused a continuous 
vapor. Gear life was only about 5 months. 
Weirton called in a Texaco Lubrication 


* - 
The above is just one of many examples of 
benefits gained through the use of superior 
Texaco Products and the services of skilled 
Texaco Lubrication Engineers. Texaco can 


help achieve these same goals in every 
major field of industry and transportation. 


TEXACO 


INDUSTRMAL LUBRICANTS 


Engineer to study the problem. His recom- 
mendation: Texaco Meropa Lubricant. As 
a test, it was used on one shear drive. Re- 
sult: so much improvement that within 6 
months all shears were changed over to 
Texaco. Present average life: 18 months— 
over 3 times as long as before. 


* * 


One agreement of sale is all that is neces- 
sary to supply all your plants. For details, 
call the nearest of the more than 2,000 
Texaco Distributing Plants, or write 
The Texas Company, 135 East 42nd St., 


New York 17, N. Y. 
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NEW PLANS TO 
CREATE JOBS 


Eisenhower's Formula: Reward Success, Encourage Venture 





for all to see. 


vestments, labor relations. 





* time did the New Deal, 
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Eisenhower formula for insuring good times, 
creating jobs for people is out in the open now 


The pattern shows up time and again as the 
program unfolds. It centers on tax policy, but 
is no less clear in plans affecting money, in- 





It all amounts to a broad shift back to 
private enterprise. Idea is to unshackle busi- 
ness, encourage it to grow, make jobs, gen- 
erate prosperity. 

The whole thing hinges on business's own 
action, not on federal direction or federal 
spending. Here’s a look at what's coming. 








The prosperity plan of the Eisenhower 
Administration, now taking shape, is to 
differ radically from plans of the preced- 
ing Democratic Administrations. 

At the moment, business is in the proc- 
ess of adjustment from a wartime basis 
to a peacetime basis. In this process, 
some strains are showing and some un- 
employment is developing. This is ex- 
pected by the planners, as the Govern- 
ment cuts back its spending. 

The Eisenhower plan aims at stability 
in business later this year or early in 
1955—-then the beginning of a period of 
growth. Growth, under the Eisenhower 
formula, is to come from private enter- 
prise, encouraged by friendly and help- 
ful Government policies related to taxes, 
investment, labor relations and supports 
for some weak spots in the economy. 

The Roosevelt New Deal sought re- 
covery through a shift toward more Gov- 
ernment direction, toward socialism. The 


_ idea was to have the Government take 


direct action to spend money, to provide 
jobs, to redistribute income. The private 
enterpriser was penalized. But at no 
before the 
onset of war with its inflation, find a 
way to reduce unemployment below 7.7 
million. 

The “Fair Deal” under President Tru- 
man was an attempt to put New Deal 
theories into effect in a period of post- 
war inflation. It was a time when Gov- 
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ernment sought to control prices, influ- 
ence wages and direct investment. 

The Eisenhower program marks a shift 
away from socialism back to private en- 
terprise. The role of Government is to 
become one of giving indirect support 
to business. If the Eisenhower formula 
works as its sponsors expect it to work, 
it will be business, not Government, that 
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THE PRESIDENT LOOKS AHEAD 
A new philosophy is taking hold 


will provide the job expansion of the 
future. Business is expected to grow, and 
along with that growth will come a rise 
in jobs. Government jobs and Govern- 
ment spending and investment are sched- 
uled to shrink. 

Tax changes are the heart of the new 
working formula. It is on a new kind of 
tax structure, in fact, that the Administra- 


‘tion is relying most strongly for con- 


tinued prosperity. The idea of using taxes 
to “soak the rich” or to redistribute in- 
come, or to do any number of other 
things, is being abandoned. Mr. Eisen- 
hower is returning to the policy that 
taxes should be used for revenue only. 
that they should be collected as painless- 
ly as possible, and that they definitely 
should not put a damper on private busi- 
ness activity. 

The first step in the new Eisenhower 
program is to take some of the tax 
shackles off business ventures. 

The President proposes to reduce and 
eventually eliminate the double tax on 
dividends. This is advocated not so much 
to give the stockholder a higher income, 
but to encourage him to take a chance on 
new ventures that will create more ac- 
tivity and more jobs. The way things 
stand now, the stockholder’s dividend is 
taxed before he gets it, as a corporate 
profit, and afterwards as individual in- 
come. This tends to make him prefer 
safety over risk and is held to put a 
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brake on the private investment that is 
needed to expand an existing business 
or start a new one. 

Capital gains. Hand in hand with 
this proposal is a suggestion to change 
the capital-gains tax—a levy that takes 
as much as 25 per cent of any profit on 
a business venture and that permits only 
a limited deduction for loss. The Presi- 
dent wants to lower the tax and to allow 
a larger loss deduction from ordinary 
income. The idea here is to make the 
investor feel better by knowing that the 
Government will share a bit in his losses 
as well as his gains. 

Another job-creating tax plan is to per- 
mit businesses to write off more quickly 
their investments in plant and equip- 
ment. This method worked well in build- 
ing defense plants after the start of the 
Korean war. It is expected to be equally 
successful in encouraging industry to ex- 
pand in time of peace. The idea is that, 
if business firms can get larger tax de- 
ductions for new investments, they will 
build more plants and buy more machin- 
ery, thereby providing more work for 
more people. The theory also runs that 
if plants can be written off more quickly, 
they will be replaced more often, thus 
keeping industry going. 

Mr. Eisenhower also wants more le- 
nient tax treatment for money spent in re- 
search and a lower tax rate on earnings 
that American companies make on in- 
vestments abroad. The aim again is to 
provide jobs by creating new products 
and new processes, and to encourage the 
development of other nations. His pro- 
gram also will allow businesses to pile up 
larger reserves with less threat of tax pun- 
ishment. This is advanced particularly 
as a device to promote the growth of 
small business, which provides both jobs 
ana more competition. 

Rates. Finally, the formula comes 
down to reducing tax rates themselves. 
Here Mr. Eisenhower is proceeding cau- 
tiously. Individual income taxes already 
are down a bit and business no longer 
has to labor under the excess-profits tax. 

That’s as far as the Administration 
wants to go this year. But the promise is 
that tax cuts will go hand in hand with 
future spending cuts. People are on no- 
tice that Government will allow them to 
spend more of their own money as fast 
as such matters can be safely arranged. 
In fact, a basic theory of the Adminis- 
tration is that people and businesses can 
spend their money more wisely and 
more usefully than the Government can 
spend it for them. 

Money policy is another tool in the 
Administration kit. The idea is to pro- 
vide at all times the amount of money 
that business needs for orderly and 
steady growth, neither too much nor too 
little. The Government’s money mana- 
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gers point with satisfaction to their 
record. They made money relatively 
scar*e about a year ago when inflation 
seemed to have the upper hand. But they 
eased that scarcity promptly in mid-1953 
when business activity began to slow. 

Now Mr. Eisenhower wants to extend 
this policy to home loans. He proposes to 
make sure that there will be enough 
money to finance home building at a 
high rate. And he also wants to make it 
easier for homeowners to borrow money 
to improve the houses they now live in. 
There is a suggestion, too, for federal 
assistance to local communities in slum- 
clearance projects. 

The program calls, further, for less 
Government regulation of business op- 
erations. Government intends to stand 
aside when employers and unions bar- 
gain over wage rates. Criminal charges 
will not be brought under the antitrust 
laws unless the Justice Department finds 
indications of a clear violation of law. 
Security laws may be changed so that it 
will be easier and less costly to raise 
money through stock and bond issues. 

At the same time, the formula con- 
tinues the various supports to business 
that have been built in recent years. In- 
surance of bank deposits is not to be dis- 
turbed. This assures people that their 
savings and money reserves are safe. 
Minimum wages are to be kept and 
probably increased. Whatever form the 
farm program takes, farmers will be pro- 
tected against disastrous drops in prices. 

Welfare. Then, too, Mr. Eisenhower 
is asking for higher old-age pensions and 
for giving these pensions to more people. 
He is also dissatisfied with the present 
unemployment-insurance program. He 
wants the laws changed so that most 

rkers who lose their jobs can get half 
of their regular wage while they are 
idle. The purpose of these programs is 
to ease the hardship of people who may 
lose their jobs or retire during down- 

ard adjustments and to maintain, in 
part, the purchasing power that they 
had when they were working. 

There is also the fact that business can 
count on a large amount of Government 
spending while officials adopt policies to 
encourage private expansion and an in- 
crease in the number of private jobs. 
There is to be no sudden withdrawal of 
Government demand for goods and serv- 
ices. Indeed, there is a suggestion that, 
as requirements for defense and foreign 
aid decline, spending can be diverted 
for needed public improvements. Govern- 
ment, in other words, is to continue to 
be a substantial customer of business. 

The fundamental aim of Eisenhower 
policy, however, is to provide a frame- 
work in which private enterprise can 
thrive and supply both the goods and 
the jobs that a growing country requires. 
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TO ENCOURAGE 
RISK TAKING 


Reduce 
“double tax” 
on dividends 


Lower the tax 
on capital 
gains 
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TO ENCOURAGE | 


BUSINESS 
GROWTH 


Offer tax 
benefits to 
improve 
plant 


Allow tax 
deductions 
for research 


Cut taxes 
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from abroad 
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taxing 
reserves 


TO PROMOTE 
PRIVATE 
ACTIVITY 


Make it easier 
to borrow 
money 


Encourage 
loans on homes 


Support 
farm prices 


Cut 
individual 
income taxes 


Increase 
old-age 
pensions 
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unemployment 
benefits 


Raise the 
minimum 
wage 
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SOON—AN END TO THE DOWNTURN 


The Official Line Is a New Boom, but No Inflation} 


What's wrong with U.S. busi- 
ness? 

Not much, the President feels. 
He counts on business to recover 
from its ills quickly under a help- 
ful Government. 

How and why is given in 225 
pages of text, charts and tables. 
Here, in brief, is what is said in 
that formidable study—the offi- 
cial view of business prospects, 
of Government's role, of things to 
be done. 


The business downturn is almost 
over. A new period of economic 
growth lies just ahead. 

This is what President Eisenhower 
and his Economic Advisers are saying 
they expect. 

Weakening of business since early 
1953, they believe, is merely a pause to 
let companies reduce their top-heavy in- 
ventories. Otherwise, the economy is still 
strong and prosperous. 

In certain lines, but not all, industry 
set production schedules too high, dis- 
tributors expected too much of a sales 
rise. These miscalculations are now be- 
ing corrected. 

The correction is already well along. 
“The minor readjustment under way 
since mid-1953 is likely soon to come to 
a close,” if nothing untoward happens to 
upset public confidence, according to this 
cheerful view. 

Afterwards will come a renewed ex- 
pansion, not inflationary, not based on 
steadily mounting prices, but a broadly 
based prosperity with more of every- 
thing for everybody. 

This forecast is given in detail, some- 
times in the professional language of 
the economist, in the President’s annual 
Economic Report to Congress. 

The forecast is not made as an ab- 
solutely sure thing. Throughout, there is 
an awareness that economists have no 
crystal ball. 

Some dangers are seen: the possibility 
that consumers might become discour- 
aged and cut down their spending; or 
that businessmen might become fearful 
and reduce their investment. 

But, as a counterbalance, the Presi- 
dent outlines a long series of actions 
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the Administration is willing to take to 
stop the downturn, if it doesn’t soon 
end of its own accord. What is said about 
specific factors, however, spells confi- 
dence that such action won't be needed. 

Consumers, the President and _his 
Advisers feel, are not cutting down on 
their spending very much. For the time 
being, there is less money being spent 
for automobiles, furniture, other house- 
hold equipment, clothing and_ shoes, 
but more for food, housing, medical 
care and other services, as shown in 
the chart on page 21. 

Basically, the consumer is regarded as 
having a strong urge to improve his 
living standard. For a time, he may 
pause to work off some debts piled up 
in the last year or so. But, in the long 
run, he will want more cars, new and 
improved gadgets of all kinds, bigger 
and better houses, more apartments in 
the medium-rent bracket, the report 
suggests. 

Prices are likely to favor big spending 
by consumers. 

The slight rise in the cost of living 
last year is blamed on the lag in charges 
for medical care, public transportation 
and rent, which were late catching up 
with the rise in other costs. Now the last, 
lingering “inflationary fuel” has burned 
itself out. 

Manufacturers may cut prices some- 


what in the next few months. Cheaper 
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THE FORECASTERS: JACOBY, BURNS, STEWART i 
... Optimism from the President's Economic Advisers . 





raw materials will help them to do sol 
and competition will be a goad. , 
Price cuts, improvements, inventions) 
keen salesmanship are likely to be ref 
warded with larger sales, the Administraf 
tion believes. Many people have extn 
money they could spend. Many other 
can borrow on very easy terms. é 
Builders are expected to have aly 
other big year, about as good as 195i) 
which was the third best on record. 
Vacancies in most cities are deemed 
too few for “a healthy, competi 
housing market.” Not enough hous 
and apartments have been built for ren) 
“especially in the medium-price ranges 
in the opinion of the economists. i 
More people will be moving to thd 
suburbs. Larger families will be wantit§ 
larger houses. Incomes, swollen by pa 
inflation, put higher-priced houses with}, 
in the reach of more people. Monef 
for mortgages will be very plentiful. 





Two unfavorable factors are reco 
nized: There are fewer new famili} 
setting up housekeeping. The heay 


building of recent years has met ti 
needs of many families. The favorably 
factors are expected at least to offs? 
these. 

But, if home building should appe 
to be declining “persistently,” the Gof 
ernment will make the terms on if 
sured: mortgages still easier for potenti 
buyers to meet. j 
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Farmers are offered some hope of re- 
lief from the “cost-price squeeze.” Prices 
they get for their crops are expected 
to hold near current levels, on the aver- 
age, during 1954, thus marking the end 
of a long decline. Production costs, on the 
other hand, may continue down a bit 
longer.: 

Over the years, however, the report 
sees prosperity for larger, more-efficient 
farms. For poor farmers, caught in 
“pockets of rural poverty,” the best hope 
held out is to find new livelihoods in the 
towns or extra income away from the 
farms. 

Businessmen are expected to spend 
less for inventories, but about as much 
as last year—a record amount—on new 
plants and equipment. 

Industry is seen adopting a “long- 
range outlook,” weighing the needs for 
factory capacity in the years ahead, not 
just the immediate market. A great -urge 
is felt to cut costs by installing new 
automatic controls, devices for better 
handling of materials, new office equip- 
ment. 

Present size of industry, in relation 
to output, is considered “low by his- 
torical standards.” Companies have in- 
vested heavily in new equipment dur- 
ing the postwar years but have spent 
more conservatively on new buildings. 

A “substantial volume” of plant 


fully to withstand any strains to which 
they may be exposed as a result of busi- 
ness readjustments.” 

Government guarantees of various 
kinds are behind most personal deposits 
and many mortgages. Federal agencies 
stand ready to channel billions into 
banks and savings and loan associations 
any time they become hard-pressed. 

Government is expected to go on 
spending very heavily, especially _ if 
State and local outlays are considered. 

By the middle of this year, federal 
spending may be at a rate about 2 
billions a year less than at the end of 
1953, the report says. But State and 
local authorities have been increasing 
their outlays about 2 billions a year. 
The net result is likely to be little, if 
any, drop in the total amount being 
made available through public activities 
of all kinds. 

Need for public works is great, the 
Government economists find. Spending 
for roads, schools, hospitals, water and 
sewage facilities and disposal of in- 
dustrial waste lags behind the growth 
of industry and population. To catch up 
and then keep up in just these few 
lines, about 19.3 billions a year would 
have to be spent in the next few years, 
against about 9.2 billions now being 
spent, according to the official estimates. 


Such a marked step-up in spending 
is not forecast in the report, unless the 
downturn becomes so serious as to call 
for federal pump priming. The Govern- 
ment is assembling a huge backlog of 
useful projects that it will try to start 
quickly if this need arises. 

Proper planning, the President has 
been told, would make it possible for 
public-works spending to be increased 
by 50 per cent within a year’s time. 
This would mean an increase of some- 
what more than 5 billions. 

That’s just one more instance of things 
the Administration is willing to do if its 
optimistic feeling about the future trend 
of business turns out to be wrong. 
There are clear signs in the President’s 
report that the whole idea of a reduced, 
and ultimately balanced, federal budget 
could be shelved. 

The official view, though confident, 
leaves a few doubts unsettled. Apart 
from a general statement that a “broadly 
expanding economy” lies ahead, the _re- 
port does not say that production, in 
the near future, will climb back to the 
level of early 1953, or that jobs will 
soon be easier to find, or that business 
failures will be fewer. 

Implied is the feeling, widespread in 
official circles, that prosperity and growth 
mean something less than always strain- 

ing at the reins. Labor shortages, 





and machinery is approaching the 
age at which it would normally be 
replaced or made obsolete by new 
developments. And the search for 
new ideas, new types of equipment 
goes on. Business and Govern- 
ment together are spending about 
4 billion dollars a year for research; 
Government’s share, in spite of 
the economy program, has grown. 
Out of atomic plants, guided mis- 
siles, jet engines come discoveries 
that are being put to use in civil- 
ian industry, calling for new ma 
chines. 

Business is expected to have 
plenty of money to invest. Profits, 
while shrinking in the last part of 
1953, are still widespread through- 
out industry. The report finds that 
“unprofitable business situations” 
had not developed “on any scale 
by the middle of 1953.” 

The ending of the excess-profits 
tax and other tax changes are 
counted on to let business keep 
more earnings for investment. 

Banks are considered strong and 
well supplied with funds for Jend- 
ing. 

Even in the event of unexpected, 
serious trouble, a repetition of the 
bank failures that hit the early ’30s 
is not feared. Financial institutions 
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production records based on over- 
time, easy profits for the inefficient 
as well as the efficient, all go with 
inflation, which is to be avoided. 

People will be encouraged to 
save, thus making possible a real 
growth of capital, by getting “as- 
surance that a dollar saved today 
will not go to waste through in- 
flation of prices tomorrow.” 

Thus, a sounder, stable condi- 
tion is being charted, between 
boom and bust. Government is to 
be alert, prompt to meet any dan- 
gerous business turn, but not al- 
ways “meddling.” 

The Republican economic philos- 
ophy is to “create an environment 
in which men are eager to make 
new jobs, to acquire new tools of 
production, to improve or scrap 
the old ones, design new products 
and develop new markets, increase 
efficiency all around, and thus be 
able and willing to pay higher 
wages and provide better work- 
ing conditions.” 

Government is to be_ helpful, 
not managing, powerful in emer- 
gencies but depending mainly on 
individual initiative. 


The text of key sections of the 
President’s Economic Report be- 








today are “in a condition success- 
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MOLOTOV, MAN OF INTRIGUE 


Record Shows Double Cross His Main Weapon 


John Foster Dulles, in Berlin, knows what 
ne‘s up against, negotiating with Molotov. 

History shows you can’t win. 

The Soviet diplomat is wily and shrewd, a 
clever dealer. And his word is worthless. The 
record proves that. Deals with Molotov, in the 
past, were not worth the paper they were 


BERLIN - 


Vyacheslav Mikhailovich Molotov, 
the world’s greatest practitioner of the 
art of the double cross, is trying his 
hand here. 

Molotov, in 24 years of intrigue for 
Russia, has double-crossed all of the 
leading statesmen of the modern world 
who have dealt with him. It was his 
double cross of Great Britain in August, 
1939, that laid the basis for the start of 
World War II. 

The double-crossing of Britain led, in 
turn, to the double-crossing of half a doz- 
en other countries. Then Adolf Hitler, 
himself a fast man with the double cross, 
found that Molotov was even faster. Ger- 
many got double-crossed. 

t is this master of the double cross 
with whom American, British and French 
diplomats now are trying to make treaties 
that will bind him for the future on such 
things as Germany, disarmament, the 
atom. Molotov has not been bound in 
the past. 

Molotov’s double crosses in 1939 
paved the way tor the biggest war in his- 
tory. And, in the days since 1939, he has 
shown he has not forgotten the art. He 
has played a crafty hand in the in- 
trigues that have turned a quarter of the 
earth’s surface over to the Russians. He 
has made dozens of deals. And the double 
cross has remained his most reliable 
weapon. 

At no time has Molotov lived up to 
his promises unless it became absolutely 
necessary to do so to gain new conces- 
sions. This was true at Yalta, at Potsdam, 
all of the big and little conferences be- 
fore and since. He has been a part of all 


of the Russian international intrigues 
since 1930. 
That was the year when Molotov 


climbed over the bodies of his old com- 
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rades and came to the top of a bloody 
ladder to stand with Joseph Stalin at the 
controls of the Communist Party ma- 
chinery in Russia. Stalin ruled the party 
and made Molotov his Premier. The two 
of them ran Russian policy in the days 
ahead. 

At that moment, in 1930, it suited the 
purposes of Stalin and Molotov to turn a 
peaceful face to the rest of the world. 
They made military alliances and non- 
aggression pacts—ironclad so far as 
words could make them—with France, 
Czechoslovakia, Poland, Rumania, Lat- 
via, Lithuania, Estonia and Finland. 

It was in this period, with Molotov 
as Premier, that Russia won recognition 
from the United States. He and Stalin 
promised to stop all interference with 
domestic affairs in the United States. The 


written on. His list of victims is long and 
notable: Hitler, Churchill, Roosevelt, Truman, 
to name a few. There are others in the Balkan 
States, in the Baltic States, in Japan, almost 
anywhere you look. 

Here, in detail, is the record of the man U.S., 
France and Britain are dealing with now. 


Comintern would cease its propaganda 
and organizing activities. A debt settle- 
ment would be made. None of these 
promises was kept. 

This double cross of U.S. was only a 
mild one. There also were promises about 
trade and religion that turned out to 
be empty words. These, like the Russian 
treaties that had been sprinkled about 
Europe, were signboards on the way to 
the historic Russian double crosses of 
1939-1940. 

In April, 1939, Europe was disturbed 
by the noise of swords jangling in Ger- 
many. And Russia saw Hitler rising as a 
potential rival to its own safety. The 
British Government approached Stalin 
and Molotov with the suggestion that 
they join in an antiaggression pact to con- 
tain Nazi Germany. The Russian reply 





1940: MR. MOLOTOV AND ADOLF HITLER MET 
Later, a double, double cross 
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was cautious but encouraging. Tentative 
negotiations were begun. 

It was during these negotiations that 
Stalin, himself, took over the title of 
Premier and assigned Molotov specifi- 
cally to the post of Foreign Minister. And, 
in the days ahead, the double crosses 
were maneuvered directly by Molotov. 

While the British negotiations were 
going on, the Russian Ambassador to 
Berlin called at the German Foreign 
Office to hint that Russia would like to 
improve its political relations with Ger- 
many. Molotov strung out the talks with 
Britain and France, prepared for secret 
negotiations with Germany, dealt with 
both sides at the same time. 

The negotiations ran on through May, 
while Molotov played cat-and-mouse. 
Neither the British nor the Germans knew 
which way he would leap. In London, 
it was decided to work out a mutual- 
assistance pact with Moscow. An official 
was dispatched to hasten the negotia- 
tions. But Molotov let the word leak out 
to Germany that, if Hitler would work 
out a nonaggression pact with Russia, 
the Soviet Union would turn down the 
treaty with England. 

Ail through June and July, the matter 
lagged, with Molotov feeding the hopes 
of both sides. By mid-August. the British 
and French missions had arrived in Mos- 
cow, ready to conclude a treaty. 

Suddenly, the Germans decided to 
offer some bait to the Russians. Hitler 
proposed, secretly, to divide Poland with 
them. Russia had a nonaggression pact 
with Poland, but this did not matter to 
Molotov. He continued to string along 
the British and French, but arranged in 
Moscow to sign a pact with Hitler. 

This one gesture embraced several 
double crosses. British hopes for help in 
checking Germany were smacked down. 


. France, with whom Molotov had a treaty 


promising help if attacked, found Molo- 
tov treating with its ancient enemy. Po- 
land, Lithuania and Rumania, with whom 
Russia had nonaggression pacts, saw 
Russia grabbing hunks of their territories. 

Hardly was the ink dry on the treaty 
before the German Army had begun to 
move in Poland. The Red Army, despite 
the nonaggression pact with Poland, 
moved in from the other side. 

Then, while the Germans were busy 
fighting, the Russians began grabbing off 
territory evervwhere. They started to 
double-cross their new ally, Hitler, tak- 
ing a hunk of Lithuania that had been 
reserved for Germany under the pact, 
eying Bukovina in Rumania, demanding 
parts of Finland, the Dardanelles, Iran 
and North Sakhalin, far over in the Jap- 
anese sphere of the Axis orbit. 

The second double cross was well 
under way. 

(Conitnued on page 24) 
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Size-Up Molotov Gets 
Of Dulles, Eden, Bidault 


Russia’s Molotov again is talk- 
ing with diplomats of the West. 
In his mind is a picture of those 
diplomats as given by the 
“Great Soviet Encyclopedia.” 


Here is what the Russian ency- 
clopedia has to say of the 
West’s spokesmen: 


“Dulles, John Foster (born 
1888) — Reactionary U.S. poli- 
tician, belonging to the Repub- 
lican Party. One of the most 
reactionary representatives of 
American imperialism, which 
tries to achieve world domina- 
tion ... He supports the resur- 
gence of fascism in West 
Germany and its inclusion into 
the aggressive North Atlantic 
bloc. He takes an active part 
in the remilitarization of Japan 
and its transformation into a 
base for an attack upon the 
U.S. 5S. R. and the Chinese Peo- 
ple’s Republic ... He plays a 
big role in the World Council 
of Churches, which is a weap- 
on of the American imperialists 


BERLIN, 1954: 


in their fight against the forces 
of democracy and progress...” 


‘‘Eden, Anthony (born 1897) — 
Reactionary politician and dip- 
lomat ... He pursued a policy 
of appeasement of the fascist 
aggressors. He advocated a 
policy of agreement with the 
fascist powers, but disagreed 
with Prime Minister 
Chamberlain on the methods 
to be used. This caused his 
retirement...” 


Neville 


‘‘Bidault, Georges (born 1899) 
—He joined the 
movement in 1942 in order to 
limit its scope. By his active 
participation in the creation of 
the aggressive Western bloc 
(1948) he trampled under his 
feet the pact of friendship and 
mutual assistance with the 
Soviet Union, signed by himself 
Dec. 10, 1944 ... Through his 
antinational policy, he assisted 
in transforming France into an 
American satellite .. .” 


resistance 





--United Press 


DULLES ... BIDAULT .. . EDEN 


© 1954. By U. S. News Pub, Corp. 


23 














1 





er 


Don’ f let wear 


or corrosion 


Shackle Your 
Engineers 





elt Se 


Use AMPCO: 


METAL | 


--. special alloys that make 


good where other metals fail 


HENEVER your engineers 

are faced with severe shock 
loads, high operating speeds, cor- 
rosive action of the elements, and 
the need for excellent bearing 
qualities; they can find the answer 
in Ampco Metal. 

Ampco Metal is often called 
The Metal Without An Equal, be- 
cause it’s ideally suited to fight 
corrosion, abrasion, fatigue, vibra- 
tion, or impact. 

And, because Ampco Metal 
makes good where other metals 
fail, designers throughout industry 
are putting it to work. 

Perhaps we can help your engi- 
neering department with sheet, 
plate, bars, sand or centrifugal 
castings, pipe, fittings, tubes, fas- 
teners, welding electrodes — al- 
most any form you need. Write 
for details. 


*Reg. U. S. Pat. Off. 


AMPCO METAL, INC. 


ri Pc 
<b o- 
| ee 


West Coast Plant: Burbank, California 


24 


MILWAUKEE 46, 
WISCONSIN 
G-23 






U.S. News & World Report 








By the end of November, 1939, Molo- 


tov had another double cross going. Far 
back in 1932, Finland had signed a non- 
aggression pact with Russia. This was 
thrown overboard by Molotov in a hasty 


grab for Finnish territory in the autumn 


of 1939. The Red Army started rolling 


in Finland. 
By March 11, 1940, the Russian war 


with Finland was over. Another double 
cross had paid off in territory. 


That April, Germany was very busy. 
It broke the back of Norway and Den- 
mark. It headed through the lowland 


countries toward France in May. 


It was Molotov’s time for another per- 
fect double cross. His German ally’s back 
was turned. And, again, it was a double, 
double cross. 

Molotov tore up his nonaggression 
treaties with Estonia and Latvia and sent 
them an ultimatum. And he marched his 


and get his hands on more territory 


there. But Hitler waved him aside. 


Molotov was dealing with a power strong- 


er than Russia. Hitler began to move 
into the Balkans, himself. 

Molotov cringed and backed away. 
He began to look for allies where he 
could find them, signed a neutrality pact 
with Japan, turned desperately in efforts 
to avoid conflict with Germany. 

On June 21, 1941, Molotov called in 
the German Ambassador and, abjectedly, 
told the Ambassador he would appreciate 
it if the envoy could tell him what had 
brought about the present situation in 
German-Soviet relations. Molotov had 
shown that, under real pressure, he could 
cringe and cower. On June 22, the Ger- 
man troops moved into Russia. 

The double.cross of Hitler had paid 
off in war. 

In desperation, Molotov began to cast 





troops into Lithuania. Since these three 
Baltic nations were a part of the Nazi 
supply line, Molotov not only had double- 
crossed these three countries, but he had 
double-crossed Hitler again. At about the 
same time, he served notice upon Ger- 
many that Russia intended to take more 
Rumanian territory. 

It was at this point that Hitler began 
to give up hope of getting along with 
the Russians. He tightened his own alli- 
ance with Italy and Japan, drew Ru- 
mania into the German orbit, moved to 
protect German interests in the nickel 
supply of Finland. 

From that point forward, relations 
between Germany and Russia went to 
pieces. In a conference with Hitler, Molo- 
tov tried, without avail, to nail down 
what Russia had grabbed in the Balkans 


—United Press 
“MOLOTOV COCKTAIL’ WITH BRITAIN’S BEVIN AND MR. BYRNES 
Later, whole nations were gobbled 


about for other allies. Soon, Great Britain 
—then in a desperate plight, itself—let it 


be known that it would help any enemy | 


of the Germans. And, within a few 
months, Pearl Harbor brought the United 
States into the war. Molotov was back 
in business again. 

All through this period, Molotov was 
fairly easy for Western diplomats to do 
business with. Russia was fighting for its 
life. It was on the receiving end for all 
kinds of help: Lend-Lease supplies, a 
second front, a common cause against 
the enemy. Molotov made promise after 
promise. 

Even before Pearl Harbor, Molotov 
had gotten a promise of 1 billion dollars 
of Lend-Lease goods from the United 
States. And, in the spring of 1942, he 
showed up at the White House, with a 
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roll of sausage and a revolver in his bag, 
for new talks with President Roosevelt. 
He got a new Lend-Lease treaty. 

As the war went on, there were all 
sorts of promises from Molotov. The Rus- 
sians would repay the Lend-Lease loans. 
They would help to set up democratic 
governments in Poland and elsewhere. 
They would help build the peace of the 
world for the future. 

All through the years, up to Yalta and 
Potsdam, Molotov and Stalin went away 
from conferences with their arms bulging 
with packages: goods, reparations, terri- 
tory, power. Behind them, they left 
promises. 

Less than two months after the war 
had ended, the old double cross began 
to come into play again. James F. Byrnes, 
then Secretary of State for the U. S., tried 
to collect on some of the old Molotov 
promises. At this point, Molotov began to 
filibuster. 

In conference after conference, Molo- 
tov played for time, hoping to wear out 
the opposition until it would settle for 
what he wanted. He lectured Britain and 
the United States for “inconsistency,” 
then, with unruffled demeanor, did exact- 
ly what he had been lecturing them for. 

All of this was part of the business of 
backing away from fulfillment of the 


_ promises that Molotov previously had 


made. He lived up to his agreements only 
as long as it was to his own advantage 
to do so. 

Winston Churchill, watching Molotov 
in action at these conferences, wrote this 


' appraisal of him: 


“Vyacheslav Molotov is a man of out- 


| standing ability and cold-blooded ruth- 


lessness . . . He has lived and thrived in 
a society where ever-varying intrigue 
_ was accompanied by the constant menace 
of personal liquidation. His cannon-ball 
head, black moustache and comprehend- 
ing eyes, his slab face, his verbal adroit- 
ness and imperturbable demeanor were 


' appropriate manifestations of his quali- 


ties and skill. He is above all men fitted 
to be the agent and instrument of the 
policy of an incalculable machine . . . I 


have never seen a human being who 


-more perfectly represented the modern 
» conception of a robot.” : 

¥ 

ness at Berlin. At the conference, he 
sits flanked by two aides. Behind him 
sit a score of Russians, listening with 
dead-pan faces, giving no hint of com- 
' prehension, sitting like men in waxworks. 
_ Now is the time for talking, listening 
‘and bargaining. The double cross can 


This is the man who is back in busi- 
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/come later, just as it came to Churchill, 
Roosevelt, Hitler, Poland, Finland, 
| France, Latvia, Estonia, all the others— 
Peven the American Communist Party. 
|The master of the double cross is in ac- 
© tion again. 
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When you're “stymied” by a shipping problem 
— Ask our man! 


@ Shippers have learned the value of calling in 
Baltimore & Ohio freight representatives, for these 
men are steeped in the know-how of efficient ship- 
ping. They are friendly and always ready- to answer 
your questions. 


They’ve actually been over B&O lines, seen the 
operations in yards, terminals and offices. They have 
studied, under departmental officers, the many phases 
of shipping you will wish to know about. 


At their fingertips is information on B&O’s 
Sentinel Service on carload freight, and Time-Saver 
on less-carload. They’re up-to-the-minute on 
schedules and handling, and they are keeping current 
on transportation topics of importance. 


So, when special problems cause a ‘“‘stymie’’, let 
the B&O man help remove them. He'll be glad to 
do it, and his cheerful advice may save you money 
and needless uncertainty. 


Baltimore & Ohio 


Railroad 





Constantly doing things —better! 
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Auto Giants—the Battle’s On 


Companies Fight for Bigger Share of Smaller Market 


Watch the auto industry in 
1954. It's heading into a battle 
royal among all the car makers, 
big and small. 

“Big Three’’—General Motors, 
Ford, Chrysler—are bidding for a 
bigger share of the market. So 
are the independents. 

Big spending, big campaigns, 
big developments are under way. 
For motorists this can end up in 
better cars and lower prices. 


DETROIT 

A battle of the giants is under way 
in autos this year. The three largest 
companies are in a new struggle for 
top place in the industry. Smaller auto 
companies, caught in the middle, are 
fighting for survival and may uncork 
some surprises of their own in months 
ahead. 

Big money, billions of dollars, is being 
thrown into this competitive struggle. 
Mergers—and as time goes on there may 
be mergers of mergers—are a part of the 
picture too. 

New-model cars, some of them being 
developed in super-secrecy, also have a 





role to play in the coming battle for 
customers and sales dollars. 

A few facts show what is going on in 
this auto capital of the world, as the vast 
car-making industry gets set for the hot- 
test competition since the 1930s. 

General Motors Corporation is plan- 
ning to spend 1 to 1.5 billion dollars in 
the next two or three years to modernize 
and expand facilities. It says more money 
is available if needed. 

Ford Motor Company is laying out 
600 millions for similar expansion. 

Chrysler Corporation just bought up a 
35-million-dollar parts company to im- 
prove its position in one department, and 
has plans for expansion in other direc- 
tions. 

A big new company, the American 
Motors Corporation, is rising up to chal- 
lenge the “Big Three.” It is to result 
from merger of Hudson Motor Car Com- 
pany and Nash-Kelvinator Corporation, 
just announced. Another new name on 
the Detroit scene is Willys Motors, Inc., 
produced by merger last year of the 
Kaiser-Frazer Corporation and Willys- 
Overland Motors, Inc. 

Packard Motor Car and 


Company 


Studebaker Corporation, the remaining 
big independent companies, figure in spec- 
ulation about realignments yet to come. 
Supplier companies, making parts for 
the big manufacturers, are in a similar 
period of change and adjustments. 


FOR THE NEW CAR—NEW CUSTOMERS 
Behind the scenes, several companies are experimenting with radically different designs 


Other evidence of ferment is found in 


shake-ups and changes on sales and de- | 
sign staffs of many Detroit auto organi- { 


zations. Behind the scenes there is more 





, 


‘es . . . | 
activity, more experimenting, aimed at’ 


developing radically new cars, than De. 
troit has seen in more than a decade. 
Speeding all the activity are two wide. 
ly held convictions of the auto industry. 
One view, the short-range one, is that 
1954 is to bring back a new-car buyers 
market in which only strong and _ able 
companies can hope to make gains. The 
long-range view is that huge new markets 
for cars lie ahead, sure to develop as 
population grows and the economy ex: 
pands, and that these markets will go to 
the companies that stay even or improve 


their positions in the immediate future.” 


Estimates of the present auto outlook 
vary. Some industry leaders predict that 
the industry will produce about 6.3 mil- 
lion cars and trucks in 1954. Others say 
a 5.5-million-unit year is more likely. But 
all estimates agree that some reduction 


is coming from the extremely high level © 
of 1953, when around 7.3 million can & 


and trucks rolled out. 

The line-up of contesting auto giants, 
in this increasingly competitive situation 
is as follows: 

@ General Motors is at the top. It ha 
total assets of around 4.4 billion dollars 
Last year it set a new all-time sales record 
for any one company in the world. Tota 





—General Motors 





U. S. NEWS & WORLD REPORT, Feb. 5, 195% 





a 


=—<=<—_— -— -— 


sow CO fH AFD & 






et) 


| in 
de- 
Ani- 

\ore ? 
| ate 
De- 





ide- 
try. 
that | 
Jers 
able 
The 
kets 
» as 
ex- 
o to 
rove 
ture, = 
look 
that 
mil- 
; Sa) 
But 


stion 


level 
cars ? 


ants, 
tion 


t has 
lars. 
cord 
Total 

























Motors 












5, 198 


U.S. News & World Report 





46 





Scramble for Car Buyers 


GENERAL MOTORS 








*Based on registrations of new passenger cars, January-November, 1953. 
In recent months, the share of the “independents” has been smaller. 


CHRYSLER 








Source: Figures for January-N ber, 1953—Automotive News 





sales exceeded 9 billion dollars, counting 
the cars, trucks, Diesel engines, refriger- 
ators and hundreds of other GM _ prod- 
ucts. 

In the field of autos, where it has 
five different producing divisions, GM’s 
capacity is almost twice as large as that 
of its nearest competitor, Ford. GM 
plants can turn out some 15,000 to 
16,000 cars a day, representing about half 
o the total capacity of the U. S. industry. 

In its new expansion program, GM will 
spend 500 million dollars a year to ex- 
tend and improve its capacity, mostly in 
the auto plants—a rate of spending double 
the rate maintained for modernization 
programs in the last eight years. 

® Ford is next in the auto giants’ line- 
up. Ford has an estimated capacity for 
around 8,500 passenger cars a day. Like 
GM, it is increasing that capacity. The 
company has spent 900 million dollars 
on additions to its plants in postwar 
years, and plans to spend another 600 
million in the next several years. 

Assets of the Ford company are in ex- 
cess of 1.8 billions, almost all in the auto 
field. Ford makes three lines of cars, and 
a complete line of trucks. 

® Chrysler stands third in size in the 
auto industry. Last October Chrysler 
bought Briggs Manufacturing Company, 
the largest body-supplier firm in the in- 
dustry, in its campaign to get set for the 
competitive battle ahead. 
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Chrysler assets recently amounted to 
855 million dollars, concentrated in the 
auto field. The company makes four dif- 
ferent passenger cars and Dodge trucks. 

Moving toward a more integrated op- 
eration, Chrysler just opened the first 
auto body-building plant on the West 
Coast, at its San Leandro, Calif., opera- 
tion. It is going to build its own power- 
steering mechanisms in its engine plant 
at Trenton, Mich. Production of auto- 
matic transmissions got well under way 
last autumn, at the new Chrysler plant 
in Indianapolis. 

@ American Motors, the new company 
to be formed from the Hudson and Nash- 
Kelvinator merger, will be the fourth- 
largest auto-manufacturing unit. Com- 
bined assets of the merging companies 
total 355 million dollars. 

This combination will be one of the 
most highly integrated in the automio- 
bile field. Its 16 plants will include 
three automobile-body plants, complete 
engine-manufacturing facilities, assem- 
bly plants and foundry, forge and parts- 
manufacturing facilities. 

It will produce two major lines of cars, 
Hudson and Nash, and two lines of elec- 
tric appliances, Kelvinator and Leonard. 
Final approval of plans will be sought 
from stockholders of the two member 
companies in March. 

@ The “independents” make up a 
fifth group in the automotive business. 
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The three leaders—Studebaker, Willys, 
and Packard—represent in all more than 
500 million dollars in assets, with exten- 
sive facilities for manufacturing cars, 
trucks and a number of defense items. 

The contest among these companies 
for auto buyers’ preference began to 
get much sharper in 1953. There were 
some changes, during the year, in the 
share of the U.S. market going to differ- 
ent companies, 

The chart on this page shows the 1953 
record, as drawn from figures of auto reg- 
istrations. 

General Motors cars accounted for 46 
per cent of all new cars sold in the U. S. 
during 1953. That was a gain for GM. 
It sold about 42 per cent of all cars in 
the U.S. in 1952. 

Ford cars represented 25 per cent of 
all new cars sold in the U.S. during 
1953. Ford climbed too. Its share of the 
market in 1952 was 23 per cent. 

Chrysler cars were 20 per cent of the 
1953 total, compared with about 22 per 
cent in 1952. 

The independent companies, which 
included Hudson and Nash in 1958, ac- 
counted for 9 per cent of all new cars 
sold in the U. S. in 1953, compared with 
13 per cent in 1952. 

That was last year’s score. It’s too early 
to say how the race will go in 1954. All 
that seems certain is that competition for 
buyers will reach a new intensity in 
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—General Motors 


GM‘S CURTICE 
The competition is intense 


weeks just ahead, when the spring selling 
season gets under way. 

Chevrolet vs. Ford is the part of the 
1954 battle that will get most attention. 
Henry Ford II, president of Ford, has 
let it be known that his company is out 
to regain the top spot in sales that Fords 
held in the 1920s, and in some years of 
the *30s. 


Harlow H. Curtice, president of Gen- 
eral Motors, has declared that in 1954 
GM intends to push its share of the 
U. S. car market trom 46 per cent up 
to 48 per cent—and in a declining 
market, that can be done only at the 
expense of the sales of some other com- 
panies. 

The sales race between Ford and 
Chevrolet is where the two biggest giants 
of the industry clash most directly. 

The chart on this page shows the rec- 
ord of the continuing struggle for leader- 
ship between the two makes of cars since 
the 1920s. In 1924, more than four times 
as many Fords were sold. During the 
30s, the race went first to one, then to 
the other car. In the ‘40s, Chevrolets 
got way ahead. In the 50s, Ford has 
been closing the gap. 

Last year 1,184,000 Fords were sold, 
13 per cent fewer than the 1,364,000 
Chevrolets sold. But it was still the best 
Ford showing in more than a decade. 
Competitors said Ford did it with “razzle- 
dazzle” and “blitz” tactics. Ford officials 
say it was aggressive selling, a “down 
payment on leadership in the automotive 
industry.” 

The race between the two largest- 
selling cars will get a new fillip next 
autumn, when new models of both cars 
will hit the market. Ford plans extensive 
restyling. Chevrolet will have a new V-8 
engine. At the same time, Chrysler’s 


FORD‘S FORD 
The strategy calls for expansion 


be in the running with its changes. 

Increased competition, in brief, is_ 
the rule of the day in the vast and swift-~ 
moving auto industry. A lot of new de-7 
velopments are occurring, as the industry © 
gets set for its first real buyers’ market in 7 
years. The result, for car buyers, is likely © 
to be better cars at lower prices. 


Plymouth, third largest-selling car, | 









































Source: Automotive News ani industry figures 
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THe DYNAMICS 
OF BUSINESS GROWTH 


Live vigorously, restlessly ! 

This is the compulsion of growth for all of life. 
For business, as well. 

For a business is life itself, in focus. 

To grow it must be vital. 


It must become a reservoir of energy, a source 
of invigoration for all who cross its path. 


Such a dynamic atmosphere has characterized 
the remarkable growth of Reichhold 
Chemicals. Such a restlessness has propelled 





Reichhold towards countless new 
developments in synthetic resins. 


Phenolic resins, for example, the key to the 
will ee \ development of shell molding and the 
E isl on ; on utilization of fibrous glass and rock wool 
vift- for home insulation. 


de- i. Ser Eee ee 
istry & vias Products of vitality, if you will. Products of a 


et in) é ' ) leader in its field, Reichhold, the world’s 


kely 2 ont largest producer of synthetic resins. 


Even now, with 31 plants throughout the 
world, with enviable stature and leadership, 
Reichhé nust continue to grow. 


never runs down. 
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21 AMERICANS WHO CHOSE REDS 


What They Were Like Before Leaving Home 


What are they like—the 21 
Gi's who went over to the Com- 
munists in Korea? Their Army 
records tell the story. 

They range from poor boys to 
sons of well-off families. Most 
went to high school; two to col- 
lege. None had police records. 

The enemy used love affairs, 
fear, every trick in the bag to win 
these men. But some made the 
choice of their own free will. 


TOKYO 

Here is a group picture of the 21 
American soldiers and a British com- 
rade in arms who have cast their lot 
with the Communists. 

The Americans are average-aged GI's. 
They come from nearly every section of 
the country. They include everything 
from city dwellers to farm boys. 

What sort of people are these who 
chose Communism? The story of the 21 
can be put together from their records 
in the U. S. Army files here in Tokyo. 

Eighteen of the prisoners are white 
and three are Negroes. Twenty were in 
the Regular Army. Only one was a 
draftee. 

Five of them are 21 years old, and the 
eldest is 32. Their average age when 
they left the U. S. was almost 22. Four of 
them had been in the Far East for more 
than a year, but, on the average, the 
group had been overseas only four 
months when captured. They were pris- 
oners of war an average of 32 months. 

Jobs they held. Before joining the 
Army, five of the 21 were restaurant 
workers—cooks, helpers, bus boys and 
dishwashers. Four were truck drivers and 
three were mechanics. One was a ma- 
chine operator and another a_ welder. 
Others worked in a bakery, a service 
station and a retail store. Their wages 
ranged from $5 to $85 a week. Four had 
never been employed. 

Ten of these men come from low-in- 
come families. Eight leave behind fami- 
lies that are classified either as middle- 
class or well-fixed. One is an orphan. No 
information is available on the economic 
background of the other two. 

Six of the prisoners apparently led 
average, normal home lives. One was a 
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spoiled child who got everything he 
wanted from his indulgent parents. Five 
had very unhappy family lives, some of 
them being completely neglected in 
childhood. Two came from broken-up 
homes. There are no records on the fam- 
ily atmosphere in which the others grew 
up. 

Records were clear. None of the pris- 
oners, however, had police or misde- 
meanor records as civilians. Nor did they 
have abnormally bad Army records. One 
had twice been reduced in rank and a 
second had been reduced once. 

Only one of the group had a record of 
political activity in the U. S. Army prior 
to his capture. This man had defended 


Communism in group discussions with 
other GI’s. 

Fourteen of the group liked sports in 
school and took part in athletics—a 
characteristic they carried over to their 
life in prisoner-of-war camps. Seven did 
not participate in camp games. Five of 
the men played musical instruments and 
one is a better-than-average tenor. 

Their schooling. One prisoner attend- 
ed college for three and a half years and 
another for six months. Four are high- 
school graduates. Ten had an average of 
two years’ high-school education, and 
one much less. Two completed grammar 
school only, and two others failed to go 
even that far. 





? 


THE MEN WHO CHOSE COMMUNISM. Front row, left to right: Andrew Condron, | | 


only Briton in the group; Sergt. Scott L. Rush, Marietta, Ohio; Corpl. John R. Dunn, Ff 
Baltimore; Pfc. Richard R. Tenneson, Alden, Minn.; Pfc. Lowell O. Skinner, Cleve- 7 
land; Pfc. Arlie H. Pate, Carbondale, Ill., and Corpl. Otho G. Bell, Olympia, Wash. | 
Standing: Corpl. William C. White, Plummerville, Ark.; Sergt. Rufus E. Douglas, San — 
Angelo, Tex.; Corpl. A. C. Belhomme, Ashland, Pa.; Sergt. Howard G. Adams, § 
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Five were classified in the Army gen- 
eral classification test as above average. 
Seven were listed as average and six be- 
low average. Intelligence ratings are not 
available for three of the men. The two 
who attended college are listed in Army 
records as persons, not extremely bright, 
who can be “easily swayed.” 

That is a composite picture of the 21 
Americans who voluntarily gave up 
everything they had known in America 
and chose to work with the Communists. 
The Chinese Communists have had 
American helpers before. Mao Tse-tung’s 
personal physician once was an Ameri- 
can. Other Americans have taught in the 
Peiping Government’s foreign-language 
school or have helped prepare propagan- 
da pamphlets and broadcasts. But none 
of the 21 prisoners has a specialized 
skill. They are not a prize package for the 
enemy. 

How did the Communists work on 
these men during their life in prison 
camps? The Army’s records—filled out 


by information from other prisoners who 
returned voluntarily—answer that, too. 

Four of the 21 expected to be punished 
if they returned to the U.S. Five are 
considered “weak” and not sincere in 
their pro-Communism. They stayed with 
the enemy because they fell in love with 
Communist women, were promised an 
education in Communist China, or sim- 
ply are opportunists who thought they 
could get a better deal under the Com- 
munists than if they returned home. 

Dozen early converts. Twelve were 
so-called “progressives” from the first 
days after their capture and were active 
in all types of Communist programs in 
the prisoner-of-war camps. Five of the 
men were sent to China during their 
captivity for special study in Commu- 
nist schools. Seven others were either 
selected for or promised more schooling 
in China upon their return from neutral 
custody. 

The Communists named six of the 
21 to be prisoner-of-war representatives 





—Wide World 


' Corsicana, Tex.; Pfc. Samuel D. Hawkins, Oklahoma City; Corpl. William A. Cowart, 


Monticello, Ark.; Sergt. Larance V. Sullivan, Omaha, Neb.; Pfc. Morris R. Wills, 
Ft. Ann, N. Y.; Pfc. James G. Veneris, Hawthorne, Calif.; Pfc. Aaron P. Wilson, 
Urania, La.; Sergt. Andrew Fortuna, lona, Mich.; Pfc. Lewis W. Griggs, Neches, 
Tex.; Pfc. Clarence C. Adams, Memphis, Tenn.; Sergt. Richard Corden, East Provi- 
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dence, R. |.; and Sergt. Harold H. Webb, Ft. Pierce, Fla. 








in their camps while the war was still 
going on. Five of the prisoners celebrated 
the signing of the armistice as guests 
of the enemy at a regimental head- 


_quarters. Four served on the staff that 


arranged the intercamp sport contests 
the Communists used as a propaganda 
stunt. 

What's ahead? Obviously, none of 
these men will be given a high advisory 
position behind the Iron Curtain, such as 
those often attributed to the two missing 
British diplomats, Donald Maclean and 
Guy Burgess. But, if the performance of 
the prisoners during the month just past 
is any criterion, they probably will be 
used by the Communists in “peace con- 
gresses” and anti-American meetings 
throughout the pro-Soviet world. 

Now that the Communists have these 
men, will they trust them in the future? 

Nine of them are listed by the U.S. 
Army as informers and_ collaborators 
who worked with the enemy and against 
other American prisoners while in POW 
camps. The Communists don’t have to 
worry about them. And if Corpl. Edward 
S. Dickenson, who deserted the pro-Com- 
munist holdouts to return to the U. S., 
is tried and convicted of dealing with the 
enemy, none of the 21 is likely to con- 
sider taking a chance on returning home 
and being forgiven. 

The Communists might trust those 
who join the Communist Party, study in 
Peiping or Moscow and show the re- 
quired party “sincerity.” Sergt. Richard 
Corden, of East Providence, R. I., de- 
clared, “We are not Communists though 
some of us hope to be.” Only Pfc. 
Morris R. Wills, of Fort Ann, N. Y., con- 
firmed this with a flat statement that he 
wanted to join the party. 

Only one of the men, Corpl. A. C. Bel- 
hommee of Ashland, Pa., is considered 
by U.S. officials here to be a potential 
“real danger” as a Communist agent. Bel- 
homme was born in Belgium and joined 
the Army to become a U.S. citizen. He 
speaks several European languages, is 
fluent in English now and _ has: learned 
both Chinese and Korean. 

Others in the 21 will be trusted and 
used only as long as the Communists 
have need for them. The “V.I.P.” treat- 
ment they have been receiving will 
cease abruptly the moment their value 
to the Communists is ended. 

This composite portrait of the 21 
who chose Communism does not provide 
many definite clues as to how American 
soldiers will react to Communist blan- 
dishments in any future wars. But it un- 
derlines the Army’s belief that the Com- 
munists didn’t get anything of great 
value in this group of men, and that the 
U. S. has little to fear from the aid and 
comfort they will give the Communists 
in the future. 
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Treaties: Old-Fashioned? 


How Presidential Deals By-Pass Congress 


Secret agreements, secretly ar- 
rived at, are becoming, more and 
more, the accepted way for U.S. 
to do business abroad. 

Yalta, it turns out, was only 
one of thousands of ‘executive 
agreements” that are supple- 
menting treaties, closing deals, 
committing U.S. everywhere. 
Congress increasingly feels left 
out. 

Here’s the story behind the 
ruckus over “‘treaty’’ amend- 
ments. 


Treaties are tending to go out of 
style. So-called “executive agreements” 
—that often can by-pass Congress— 
are coming much more into style. 
Secret diplomacy is being resorted to, 
more and more, in this country’s rela- 
tions with the outside world. 

As U.S. commitments abroad grow 
more complex, the number of deals that 
Congress or the American people learn 
about only indirectly, if at all, is tending 
to grow by leaps and bounds. Secret 
agreements now in effect number high 
in the thousands. The number of formal 
treaties, requiring approval of the Sen- 
ate, is very small. Only 20 were ap- 
proved in the yeur just past. 

At Yalta, where President Roosevelt 
committed this country to approve gi- 
gantic concessions for Russia, it all was 
just an informal deal between a few 
heads of states. Much of this was kept 
secret until long afterward. The same 
informal arrangement occurred at Pots- 
dam, where Russia got immense loot. 

Congress in dark. When arrange- 
ments were made to build huge U. S. 
bases in North Africa, many details were 
withheld from Congress. Even when 
great sums had to be appropriated for 
those bases, congressional committees 
were told only of the money end of the 
plans, not the extent to which U. S. was 
to be committed. In Europe, Congress 
approved a covering treaty for the North 
Atlantic Treaty Organization, but about 
10,000 agreements have been made in- 
volving U. S. commitments there, most 
of them secret as far as people at home 
are concerned. 
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“Secret Agreements” — 
What the Law Says 


Here is the law, as passed in 


1895 and amended slightly in 


1936 and 1938, requiring all 
treaties and executive agreements 
to be published: 

“The Secretary of State shall 
cause to be compiled, edited, 
indexed, and published, the 
United States Statutes at Large, 
which shall contain . . . all trea- 
ties to which the United States 
is a party that have been pro- 
claimed since the date of the 
adjournment of the _ regular 
session of Congress next pre- 
ceding; all international agree- 
ments other than treaties to 
which the United States is a 
party that have been signed, 
proclaimed, or with reference to 
which any other final formality 
has been executed, since that 
de. 


This law then was amended by 
Public Law 821, 81st Congress, 
approved on Sept. 23, 1950, to 
provide for the publication of 
treaties and other international 
agreements separately from the 
Statutes at Large. The amendment 
reads: 

“The Secretary of State shall 
cause to be compiled, edited, 
indexed, and published, begin- 
ning as of Jan. 1, 1950, a com- 
pilation entitled ‘United States 
Treaties and Other International 
Agreements,’ which shall con- 
tain all treaties to which the 
United States is a party that 
have been proclaimed during 
each calendar year, and all in- 
ternational agreements other 
than treaties to which the United 
States is a party that have been 
signed, proclaimed, or with 
reference to which any other 
final formality has been ex- 
ecuted, during each calendar 
year...” 





Elaborate bases have been constructed 
in Britain for U.S. atomic bombers. But 
there are restrictions on American use of 
those bases—mentioned in Parliament, 
undisclosed officially to Congress and the 
American people. It is all part of a secret 
arrangement. British officials imply that 
they would have to get a vote in Parlia- 
ment before U.S. bombers might take 
off on wartime missions. 

It is this growing use of executive 
agreements to carry out all sorts of ar- 
rangements with other nations, by-pass- 
ing Congress in one way or another, that 
is behind much of the mounting contro- 
versy over proposed changes in the UV. S. 
Constitution concerning the conduct of 
foreign relations, 

Use of agreements, published or 
secret, actually has been on the increase 
for years, as a means of avoiding the 
time-consuming process of going through 
Congress, and as a means of keeping de- 
fense deals secret. The agreement usually 
is for a specific action under a more gen- 
eral treaty—for example, the executive 
deal authorizing U.S. air bases in 
Japan under a general U.S.-Japanese 
security treaty. Others stand alone— 
such as Mr. Roosevelt’s destroyers-for- 
bases deal with Britain in 1940. 

Since World War II, however, this 
technique has spread to include all sorts 
of arrangements with the outside world, 
arrangements that often supply critical 
details under an over-all authoriza‘i ». 
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A world-wide network of U.S. mili- 7 


tary bases, for example, has been estab- 
lished by executive agreements, under 
the general authorization of covering 
uvaties. Arrangements for neariy all 


of them, including the huge Air Force | 
base in Greenland, were made with Con: 


gress let in only on the money details 
of construction, 


The network includes a vast array of | 


89 major air bases in Europe, Asia, North 
Africa, the Near East, the Pacific and the 
Arctic. It involves military establish- 
ments or detachments stationed by the 
Army in 49 foreign countries, as well as 


naval depots and supply stations scat- | 
tered around the world. Cost of these © 


agreements runs high in the billions. 
Latest of these base deals, that with 

Spain, is known to contain dozens of se- 

cret provisions. In this case, committees of 


Congress have been kept informed of the 
money arrangements, but not of the off- | 
the-record details that will affect use of | 


these bases later on. Indications are, for , 
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- according to Secretary of State Dulles, have 
y run into the thousands since World War Il 
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instance, that the bases will be controlled 
by Spanish officers, that no U. S. air units 
can be stationed there for more than a 
few months, that the number of Ameri- 
cans there will be sharply limited, that 
GI's will be subject to arrest by Spanish 
police, that Spain may acquire title to a 
costly fuel pipe line, hundreds of miles 
long, to be built by U.S. 

In other types of agreements, no big 
new appropriations are involved and 
commitnients may be made with even 
less information put out. 

Military missions, for example, are 
sent to danger spots all over the world, 
on the basis of simple agreements. There 
are American GI’s in advisory groups 
now committed in Indochina, in Yugo- 
slavia, in Iran, in 34 countries now liv- 
ing under some kind of Communist threat. 
Another agreement signed in secret, and 
several U.S. divisions could be sent to 
Indochina, for instance, with no direct 
action by Congress. 

Discussions now are under way lead- 
ing to a possible executive agreement 
with Pakistan, one involving a military 
mission or military aid. Outcome of 
that agreement may be vitally important 
to the U.S. if a general war comes in 
Asia, yet the chances are slim that Con- 
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gress or the American people will get the 
full story of any agreement reached. 
Giveaways. It’s the same story with 
agreements resulting in giveaway deals. 
At the end of World War II, for example, 
facilities that had been built up at great 
cost by U.S. forces in the Southwest Pa- 
cific were sometimes handed over gratis 
to local governments, without Congress’s 
knowing anything about such arrange- 
ments. There are plans now to hand over 
vast quantities of military equipment 
to the South Koreans as some U.S. di- 
visions withdraw, that transfer to be 
handled by an executive agreement. 
But it is in this country’s big new com- 
mitments overseas that the effect of the 
“agreement” technique is most appar- 
ent. In Europe alone are six American 
divisions, a quarter of the total combat 
forces of the U.S. Army. Size of that di- 
rect commitment was arrived at by an 
executive agreement under the NATO 
treaty. So was this country’s air strength 
in Europe, now 11 full air wings. And so 
was the decision to maintain a big U. S. 
fleet permanently in the Mediterranean. 
Even more of America’s armed strength 
is committed in Asia. By a series of execu- 
tive agreements, U.S. now has 10 Army 
and Marine combat divisions stationed in 
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the Far East, plus 19 air wings and a 
major naval fleet. 

By still another such agreement, a 
large and growing share of the burden of 
waging war against Communists in Indo- 
china also is being borne by America— 
with funds, however, voted by Congress. 

Congress, aware of the need for 
secrecy in many dealings with other 
countries, still is undecided just what to 
do about the growing use of these agree- 
ments. Efforts were made even before 
World War II to strengthen the law re- 
quiring all executive agreements to be 
published. In 1950, that law was amend- 
ed, as the box on page 32 shows, to 
require a special listing of all such agree- 
ments. Yet most agreements remain se- 
cret and unpublished. 

Efforts to give Congress more of a hand 
in foreign relations, rightly or wrongly, 
now revolve around the so-called Brick- 
er amendment, sponsored by Senator 
John W. Bricker (Rep.), of Ohio, and 
substitutions for that amendment as 


proposed by Senator William F. Know- 
land (Rep.), of California, Senator Walter 
F, George (Dem.), of Georgia, and others. 
Whether any of these plans can reverse 
the present trend toward secret diplo- 
macy, however, remains to be seen. 
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AMERICA’S “VANISHED” THOUSANDS 


Businessmen, Churchmen, 


Communists, holding GI pris- 
oners, are up to an old stunt. 
U.S. civilians by the thousands 
are trapped in the Soviet world. 

Many are in prison. Others are 
slave laborers. Still others are 
caught in a tangle of red tape 
that holds them fast. 

U.S. has “ransomed” a few, 
is trying to win back others. But 
chances are most American “‘hos- 
tages’ will never get out. 


Thousands of American citizens to- 
day are being held by the Communists 
behind the Iron Curtain. 

Scores, including American business- 
men, actually are serving time in Com- 
munist prisons and forced-labor camps. 
Other American civilians, including mis- 
sionaries, while technically at liberty are 
living under the constant scrutiny of 
Communist police and are unable to 
leave the Soviet world. American soldiers 
in numbers that may reach into the 
hundreds are captives in Chinese Com- 
munist hands, unreported in any prisoner 
exchange. 

There is ample evidence that the Com- 
munists regard American civilians and 
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soldiers in their custody as hostages— 
the “bargaining material” for future deals 
through which Communist governments 
will expect to draw money or political 
advantage from the U.S. 

Russia’s V. M. Molotov is to be asked 
at the Berlin Conference what the 
Communists intend to do about freeing 
U.S. citizens—as many as 6,000 or 
more of them—caught in the Commu- 
nist trap. Secretary of State John Foster 
Dulles went to the Big Four meeting 
with facts about cases that go back to 
the beginning of World War II. 

Little public clamor. Aside from this, 
however, the U.S. Government is 
showing little outward interest in the 
problem of Americans caught behind the 
Iron Curtain. There is no agitation, no 
public clamor for an accounting, as in 
some isolated cases of the past. 

That clamor, at times, brought results. 

In the case of William Oatis, the 
Czechoslovakian Communists—under in- 
tense pressure—gave up their American 
prisoner. However, the U.S. had to agree 
to lift trade bans that had cost the Czechs 
an estimated 20 million dollars a year in 
exports to the U.S. Other concessions, 
too, were made by American diplomats 
to get Oatis out of prison. 

Another celebrated prisoner, Robert 
Vogeler, got his freedom from a Hun- 
garian prison only after the U.S. agreed 
to “unfreeze” Hungarian assets held in 


WHERE THE “BLANK WALL” BEGINS: LEFT, BORDER OF RED CHINA; RIGHT, BORDER OF EAST GERMANY 
Neither dollars nor diplomacy avail against it in most cases 


» 


Troops in Reds’ Hands 


Western Germany. Four American fliers, 
forced down in Hungary, were released 
after the U.S. paid out $123,000 in 
ransom. 

Loot that pays. Prisoners are rich 
loot for a Communist government and 
are used as such. 

In China, dozens of Americans were 
jailed or refused exit visas until they 
signed over U.S. business assets to the 
Communists and, in many cases, paid 
heavy fines—in American dollars. Official 
estimates are that, in the last four vears, 
it has cost the U.S. more than 100 mil- 
lion dollars in property and money to 
get American businessmen out of China. 

At least four American businessmen 
are still in Chinese prisons. They, too, 
are reported to be undergoing the Chi- 
nese shakedown. 

Getting out those captives, however, 
is only the beginning of the problem of 
Americans actually in Communist cus- 
tody. At least 64 U.S. citizens are known 
to be languishing in Communist jails in 
Europe and Asia, under house arrest, or 
serving time in slave-labor camps. 

China, in addition to the four business- 
men, has 27 other Americans—doctors, 
missionaries, students and newspapermen 
—in custody. Two more are knowin ‘to 
have died in prison because of maltreat- 
ment and neglect and two others died 
just after their release. 

Rumania has been holding two Ameri: 
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cans in a Bucharest prison for years, ig- 
noring repeated inquiries from U.S. dip- 
lomats. 

In Russia, 21 American citizens have 
long been known to be held in prison or 
forced-labor camps. Now at least 10 
other cases are coming to light, based on 
evewitness accounts from German and 
Austrian prisoners of war let loose by 
the Russians last year. 

Held since ‘30s. One newly reported 
case is that of an American aircraft en- 
gineer sent by his company to Lenin- 
erad in the late 1930s. Now more than 
60 years old, he is still serving out a 25- 
year sentence on an espionage charge— 
a charge that is not hard to prove in a 
Russian court. Another prisoner, an 
American merchant-marine officer, was 
picked up in Odessa in 1946 and con- 
victed of espionage. He was last seen at 
a camp near the Arctic Circle. 

State Department officials say that 
there may be other cases of prisoners 
that have not yet been reported to them. 

The same situation prevails elsewhere 
in the Communist world. The U.S. De- 
partment of Defense now says that the 
Chinese are holding at least 80 GI pris- 
orters of war. This estimate, a scaling 
down from an original list of 944 men 
wnom the Chinese refused to account for, 
is based on information that those 80 
men were known to be in Chinese hands. 
Underground reports from China, reach- 
ing Tokyo, say that some or all of the 80 
have technical skills that are being used 
by the Chinese in forced labor. Chinese 
Communist negotiators, however, refuse 
to discuss the question of the 80 men. 

This blank wall is what confronts 
U.S. officials everywhere in the Com- 
munist empire—not only on_ inquiries 
about actual prisoners, but about claim- 
ants to U.S. citizenship technically at lib- 
erty but unable to leave Communist 
countries. 

All in all, these claimants in the vari- 
ous Communist countries are estimated, 
conservatively, at more than 6,000 per- 
sons, including those known to be in 
prison. 

Russia has 2,000 of them, plus an ad- 
ditional 400 wives, husbands and minor 
children of American citizens living in 
the United States. There are 3,000 wait- 
ing to get out of Poland, 450 in Hungary, 
860 in Rumania, 300 in Czechoslovakia, 
80 in Bulgaria and 101 in China. 

In Eastern Europe, the vast majority 
of persons wanting to get out are known 
as “dual nationals,” or citizens both of 
the U.S. and the country where they are 
living—until they have the chance to 


‘make a free choice. 


Many of these were naturalized Amer- 
icans who went back to their home coun- 
try because of health or a job offer, or for 

(Continued on page 36) 
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A switch to movies sends 
sales UP, costs DOWN for 
Consolidated Trimming Corporation 


IN a tough buyer’s market, 16mm. movies 
offer a way to make more sales—and slash 
selling costs, too. Here’s how the Consoli- 
dated Trimming Corporation, leading deco- 
rating materials firm, is doing it: 

Actually showing the housewife how she 
can be her own decorator helps to keep 
Consolidated’s Conso® draperies and up- 
holstery trimming moving fast. Women 
demonstrators, therefore, travel throughout 
the country putting on home-decorating 
clinics in department stores. With an eye to 
economy, Consolidated Trimming recently 
wrapped its how-to-do-it story into a com- 
pact, full-color sound movie. 


Sales booster 


Although cost reduction was the primary 
reason for the switch, the company was also 
rewarded with an upsurge in sales. The film 
helps to pull in a receptive audience, glue 
attention to the demonstration, and add 
penetrating power to the selling message. 


Movie pays off handsomely 


The movie has made it possible to give 
nearly twice as many clinics every week— 
with a proportionate increase in sales. Less 
help is needed to put on a clinic. And the 


on Kodascope Pageant 16mm. Sound Projectors 


NAME 


EASTMAN KODAK COMPANY, Dept. 8-V, Rochester 4, N. Y. 


Please send name of nearest Kodak Audio-Visual Dealer and information 


need forcarrying bulky samples is eliminated. 

Kodascope Pageant Sound Projectors 
have played a major part in the success of 
this film program. “With three clinics a day, 
six days a week, planned around our Pag- 
eants, we can’t afford a breakdown,” says 
David Bernard, Consolidated’s Advertising 
Director. “And because the projectors are 
‘on the road’ all the time... they HAVE to 
stand up, WITHOUT servicing.” It’s the 
exclusive Pageant pre-lubrication that makes 
this outstanding performance possible. 

The fact that both the Pageant Projector 
and speaker are contained within a single, 
lightweight carrying case is another impor- 
tant point with Consolidated Trimming, 
since its demonstrators are women. 


See your Kodak A-V Dealer 


This is only one instance of how Koda- 
scope Pageant 16mm. Sound Projectors are 
helping business and industry to increase 
selling power and cut selling costs. To meet 
your most exacting requirements, there are 
six Pageant Sound Projector models, priced 
from a remarkably low $375. Ask your 
Kodak Audio-Visual Dealer for a free dem- 
onstration or mail the handy coupon for full 
details. Price subject to change without notice. 


2-2 





TITLE 


- 





COMPANY 





STREET 








(Zone) 





c--- Ce er er err err 


U.S. News & World Report 

















a family visit. These cases go back to the 
1930s. Such persons were trapped in 
their homelands when war broke out 
and the countries were overrun by Soviet 
armies. 

“‘Denaturalization.’’ Naturalized 
Americans were conscripted into Soviet 
armed forces. In each country where 
Communist governments took over, these 
people were declared to be citizens of 
that country and not of the United States. 

Communists also have no hesitation to 
apply this rule to anyone who was born 
in the U.S. but had to accompany his 
naturalized parents to Eastern Europe 
many years ago. 

All kinds of obstacles are put in the 
way of people wanting to visit U.S. con- 
sulates to establish their American citi- 
zenship. 

“Anybody who enters the door of an 
American office in a Communist country 


THE ROBERT VOGELERS... 
For each one who returns... 


is a marked man,” says a State Depart- 
ment official. “After that, anything can 
happen to him. He can lose his job. He 
can lose his ration card, so he and his 
family have to buy on the black market. 
Then he can be arrested and thrown into 
jail—if the police haven't already picked 
him up as an American spy.” 

Such pressure makes it hard to verify 
the claims of dual nationals. Individuals 
make applications at U.S. consulates— 
then never show up again. About 1,000 
persons in Eastern Europe are verified to 
be U.S. citizens. But even these cannot 
get out. They must have exit visas. These 
are almost always refused and the ap- 
plicant marked down as a_ political 
suspect. 

Human chessmen. Other subterfuges 
are used by Communist governments 
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to keep ‘American citizens from return- 
ing to the U.S. One is that of shunting 
an American prisoner from one Com- 
munist country to another, while diplo- 
matic notes continue to pass’ back and 
forth about his case. 

That tactic is being used on U.S. civil- 
ians who were trapped in satellite coun- 
tries during World War II and shipped 
off to Russia by Soviet occupation au- 
thorities. Many of these wound up in a 
slave-labor camp. Then, after complaints 
made by U.S. officials to the Russian 
Foreign Office, they were ‘shipped back 
to the country where the Russians had 
picked them up. 

This happened to a young girl born in 
the United States to an American mother 
and Rumanian father. Taken hostage by 
Russian troops in Rumania, she was sent 
to a Russian coal mine as a slave laborer. 
U.S. diplomats made numerous inquiries 
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... HIS FREEDOM WAS “BOUGHT” 
. many remain behind 


in her case, getting no reply. Then Rus- 
sian authorities finally announced that 
she had been “repatriated” to Rumania. 
Efforts to get her out of that country 
have failed so far. 

It is such cases as these, piling up 
year after year, that have persuaded most 
U.S. officials that the problem of Amer- 
ican hostages behind the Iron Curtain 
will go on for years to come. 

Tendency now among some people in 
the State Department is to regard the 
problem as a permanent evil that will 
never be solved entirely. All that can be 
done, they say, is to make inquiries to 
Communist governments about specific 
individual prisoners on whom new in- 
formation has been obtained. 

Other cases, pending for years, are 

(Continued on page 38) 
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Rib Roast i Stew Meat & Misc. cuts 
The retail cuts shown above are the amounts obtained from a typical 
1,000-lb. choice grade steer. Retail prices are averages during Mid- 
November for all kinds of Chicago stores, including cash-and-carry, 
charge-and-deliver, in high rent areas and in low rent areas. Prices in 
some stores may be higher ... in others lower. 





It’s the law—the law of supply and 
demand—that makes steak cost 
more than pot roast. 


As you can see, there’s about 
three times more pot roast in a steer 
than fanciest cuts of steak. That’s 
supply. And, as you know, most 
people like steak better than almost 
anything. That’s demand. 


So steak—with supply limited 
and demand high—just has to cost 
more. (It’s the same law that makes 
gold cost more than the more plen- 





tiful nickel—diamonds worth more 
than the less scarce turquoises. ) 

If each steer provided the same 
number of pounds of each cut—and 
if everybody liked each cut equally 
well—all cuts of beef would be 
priced exactly the same. 

However, regardless of price, all 
cuts of beef are the same in one 
important respect: They all give 
you the same complete, high- 
quality protein—the kind you need 
every day to help you maintain a 
healthy body. 


AMERICAN MEAT INSTITUTE Headquarters, Chicago * Members throughout the U.S. 
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left in the files unless pressure és exerted 
by Congressmen or anxious relatives. 

Tell it to U.N.? Some officials think 
it might be a good idea to make a de- 
tailed over-all survey of the problem of 
American hostages and present it to the 
U.N. where it might produce an effect 
on world, as well as American, opinion, 
So far, nothing has come of this idea. 

A few officials are hopeful that maybe 
the Russians, at least, are ready to ease 
up on their captives. Optimists point out 
that the Russians last year released two 
Americans from forced-labor camps and 
permitted several Russian wives of 


Americans to accompany their husbands 
to the U.S. The two freed are Leland 
Towers, a merchant seaman, and a GI, 
Pvt. Homer Cox. 

The record of the last few years, how- 
ever, shows that it is getting harder, not 





—Wide World 


TOWERS AND COX 
...two who came back 


easier, to rescue Americans now in Com- 
munist hands (see chart, page 35). 

In 1951, about 750 U.S. citizens were 
permitted to leave the various Com- 
munist countries. In 1952, this number 
was reduced sharply, to 138. Last year, 
when it was supposed by some that the 
Communists were getting more lenient, 
only 64 Americans got out. 

That still leaves in Communist coun- 
tries the vast majority of American citi- 
zens wanting to get out. 

These left-behinds are said to be get- 
ting discouraged. Hardly any of them dare 
visit a U.S. consulate now. Applications 
to Communist governments for exit visas 
are few and far between. Only an occa- 
sional message reaches the outside world. 
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Most of the Americans in Communist 


custody, it seems, are on their way to be- 
coming forgotten people. 


U. S. NEWS & WORLD REPORT, Feb. 5, 1954 


oe 





> Oo 
w 


4 
ow 








ere 
ym- 
ber 
ay, 
the 
nt, 


un- 3 


siti- 


zet- 
jare 
ons 
isas 
“ca- 
rid. | 
nist 


be- § 


954 | 


U.S. News & World Report 





WHO SCUTTLED NAVY’S SPY HUNT 
~ DURING WAR? “THE WHITE HOUSE” 


Here is another, untold chapter in the war- 
time Communist spy mystery within the U.S. 

It is a story of strange commands breaking 
up the U.S. Navy’s antispy group in New 
York, of destroyed files on Communist espio- 
nage, of orders traced to the White House. 





Following is the full text of an address delivered Jan. 
28, 1954, by Senator William E. Jenner (Rep.), of Indiana, 
at a dinner in Washington honoring Robert Morris: 


In the Subcommittee on Internal Security, we are all 
string savers. Senator McCarran will, I am sure, vouch for 


_ this. [Senator Pat McCarran (Dem.), of Nevada, preceded 


Senator Jenner as chairman of the Senate Internal Security 
Subcommittee.] We pick up threads of information, the 
way grandma used to pick up string, and store them away in 
the files. When we get enough, we tie them together into a 
major investigation and report. 

Bob Morris, as counsel for the Subcommittee, was a super 
string saver. In fact, one of the reasons we chose him as our 
counsel was because he came to us with his pockets full of 
information that he had been saving through the years. In 
one pocket, he had threads collected during the Rapp-Coudert 
investigation of Communists in 
education in New York, which was 
where he got his baptism of fire 
as a Red hunter. Last year, we tied 
many of those threads together, 
added a lot more, and produced 
our investigation of subversive in- 
fluence in the educational process. 
Our investigation of the Institute 
of Pacific Relations had some 
strings out of Bob Morris’s pocket 
in it too. They were very interest- 
ing strings, reaching back to the 
days of his service in the Office of 
Naval Intelligence during the war, 
stretching out to the far reaches of 
the Pacific, and headquarters of 
Admiral Nimitz, Commander in 
Chief, Pacific Fleet and Pacific 
Ocean Areas, at Pearl Harbor. Let 
me tell you about them. 

In 1944, Bob Morris was a chub- 
by young lieutenant at Admiral 
Nimitz’s headquarters, attached to 
Intelligence. He found out that In- 
telligence headquarters was being 
deluged with Communist and pro- 
Communist literature, peddling the 
line that the Chinese Communists 
were just wholesome agrarian fel- 
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MR. MORRIS AT THE FILES 
“The Communists fear . 











The whole mysterious tale is told here, for 
the first time, by Senator William E. Jenner, 
chairman of the Senate's Internal Security Sub- 
committee. It reveals the wartime findings of 
Robert Morris, until recently chief counsel of 
that Senate investigating group. 


lows who should be taken into Chiang Kai-shek’s anti-Com- 
munist Government. There were regular installments of an 
obscure little magazine called Amerasia. There were regu- 
lar installments of a little magazine called Pacific Affairs, 
which was the organ of the Institute of Pacific Relations. 
There were the writings of that “objective” scholar, Owen 
Lattimore, who, as our record clearly shows, even went to 
Moscow to get his objectivity spruced up by the chief of the 
Far East division of that great organ of scholarship, the Com- 
munist International. There were also the “objective” dis- 
patches of those two “objective” State Department observers, 
John Stewart Service and John K. Emmerson. 

After Bob Morris saw enough of this pro-Communist ma- 
terial to satisty himself that something very funny was 
going on, he by-passed the chain of command and asked for 
an interview with Admiral Nimitz himself. He got his inter- 
view not only with Admiral Nimitz, but also with top-ranking 
officers of the Admiral’s staff. And 
it was oné of these gentlemen, in- 
cidentally, who told us this story. 
The talk was scheduled for 20 min- 
utes at a regular staff briefing ses- 
sion. Morris began talking. He told 
about the Communist literature at 
Intelligence headquarters. He told 
about the Communist design in 
China. He told about the nature of 
the Soviet multinational organiza- 
tion. By this time, he had long 
since used up his 20-minute allow- 
ance, but Admiral Nimitz ordered 
him to go on talking and he con- 
tinued for more than an hour. 

What else did he talk about? 
How did he get out there in the 
Pacific in the first place? There is 
a thread in this part of the story 
which our Subcommittee is tying 
up with other threads at this very 
minute. 

Bob Morris was sent to the 
Pacific because he had been hus- 
tled out of the office of Naval In- 
telligence in New York. He knew 
too much about what the Com- 
munists were really up to. In May 
of 1944, he was in the counter- 
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ORDER FROM “THE WHITE HOUSE”... 
“‘And they did something even worse. They ordered the destruction of the files‘ 


intelligence section of Naval Intelligence in the New York dis- 
trict. One of his undercover agents had succeeded in pene- 
trating the Communist organization and in reaching a stra- 
tegic post in the network. 

One night, the late Joseph Shaplen, a star reporter for the 
New York Times, phoned Bob Morris and told him that 
Victor Kravchenko, an official of the Soviet Purchasing Com- 
mission, had fled from his Soviet masters and was hiding in 
New York. Shaplen said that Kravchenko wanted to talk to 
Bob Morris, and in a very short time, Morris and Kravchenko 
were together. (Kravchenko, you will recall, later wrote a 
book detailing some of his experiences entitled, “I Chose 
Freedom.” ) 

Morris passed the word back to his superior, Captain 
W. B. Howe, who was Intelligence officer for the district. 
Howe, in turn, passed it immediately to Washington and 
asked for authorization to get the many more details that 
Kravchenko could supply. How did Washington answer that 
request? How would you have answered? You would have 
said, “Get every last detail you can lay your hands on.” 
Wouldn’t you? But that was not what Washington said. The 
order that came back to Captain Howe and, through him, to 
Lieutenant Morris, was this: “Let Kravchenko alone.” 

Why? Who was there in Washington who didn’t want 
American Naval Intelligence to be told the truth about So- 
viet anti-American activities. Soviet plans and Soviet in- 
tentions? Is that person still behind a desk where he can 
continue to give such orders? 


RECORDS DESTROYED 


Then, something else happened. Word cane to New 
York that plans were under way to have Naval Intelligence 
break up its Communist counterintelligence unit, including 
this secret apparatus which the New York group had set up. 
Morris was sent to Washington on Captain Howe’s instruc- 
tions to urge the director of Naval Intelligence not to take 
this step. Did he succeed in saving this absolutely vital in- 
telligence function? Well, if he had succeeded, how did he 
end up in Pearl Harbor? Someone scattered the members 
of the New York unit of Naval Intelligence to the four cor- 
ners of the earth—within a few days after Bob Morris made 
his plea. And they did something even worse. They ordered 
the destruction of the files gathered by that unit. 

Those were the files that had the basic information on 
Communists in the maritime units, Communists on the water- 
front, and Communists in the convoys that went to Russia itself. 
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. . » SENT MR. MORRIS TO THE PACIFIC 


Is there anyone who believes that the Chief of Naval Intel- 
ligence gave that order on his own initiative? Whoever 
heard of Intelligence officials destroying their own files? 

Well, then, who would have had the authority to give an 
order as sweeping and unprecedented as this one? Admiral 
Nimitz was curious about that. 


WHO? “THE WHITE HOUSE” 


A few days after Bob Morris told him the story at that 
meeting | have just described, Admiral Ernest J. King [then 
Chief of Naval Operations] came to the headquarters of 
the Commander in Chief, Pacific Fleet and Pacific Ocean 
Areas, on one of his periodic visits from Washington. 
Nimitz told King what Bob Morris had told him and asked 
if it could possibly be true that such an incredible order 
could have been issued. Admiral King replied that it was 
true. 

“But who,” demanded Admiral Nimitz, “could possibly 
have given such an order?” 

Admiral King replied, “The White House.” 

While you are pondering the implications of this story, 
let me remind you that it is already a matter of record that 
a similar attempt was made, at the same time, to destroy the 
War Department records on subversion. It would have suc- 
ceeded if it had not been for the courageous work of Senator 
Bridges [(Rep.), of New Hampshire] in bringing this de- 
struction to a halt. 

Ladies and gentlemen, for the past several months I have 
been doing my humble best to persuade the people of the 
United States that Communist subversion is the spearhead 
of Communist military attack. For years, we have been un- 
covering glimpses of that spearhead in our labor unions, our 
schools and universities, our atomic-research laboratories 
and our civilian Government departments. We know that 
Communist agents have stolen valuable secrets from those 
research laboratories and Government departments. We know 
that they have concocted or manipulated or immobilized 
American policy in those departments. 

The Communists fear, above all others, indefatigable string 


- collectors like Bob Morris. They dread the strings he col- 


lects. Therefore, their primary aim wherever they secure 
a foothold is to destroy all records of their own crimes, to 
destroy subversive files. All I can say at this moment is 
that the threads of information Bob Morris has brought to us 
on this subject will be followed energetically and methodically 
to their logical goal wherever they may lead. 
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Worldgram 


FROM THE CAPITALS OF THE WORLD 








>> In Berlin, at the Big Four meeting, you get a chance to see how the other 
half lives. The look-around, available to everybody, is a shocking experience. 

The divided city--half free, half Communist-bossed--is all decked out for 
the occasion. Berlin has become a show window for two rival systems. 

West Berlin is a busy, industrious city that impresses the visitor. 

East Berlin is a depressing slum, almost a ghost city, by comparison. 

The Kremlin may regret the day it insisted the Foreign Ministers of U.S., 
Russia, Britain, France meet part of the time in Communist Berlin. Faithful 
Communists, turned loose in West Berlin, are bound to marvel at what they see. 











>> You can't say that everything is rosy in West Berlin--not by any means. 
Walk down the Kurfuerstendamm, the main street, and you'll be approached by 
beggars a half-dozen times in 15 minutes. One fifth of the sector's employable 
workers are out of jobs. But West Berlin looks busy. 
The streets carry brisk streams of traffic, mostly German-made cars. 
The sidewalks are crowded with pedestrians, people in a hurry. 
The stores, now in the midst of midwinter sales, are filled with shoppers. 
In spite of its unemployed and its panhandlers, West Berlin is bustling 
with activity by day, brilliantly lighted and gay by night. 











>> It's a one-minute walk across the Potsdamerplatz into the Communist world. 

East Berlin, the Communist Berlin, is grim and bleak; thoroughly unpleasant. 

The people walking by avoid your eyes. A smile is rare. Their dress is 
shoddy and cheap. Nearly everyone carries a battered brief case. Often it 
contains a sandwich to be eaten on the job, since the lunch hour is nonexistent 
in many offices under the Communist eight-hour working day. 

The streets are almost clear of automobiles except official cars. 

The sidewalks through the main parts of the city are all but deserted. 

The stores have been newly stocked as a show-off for the Big Four meeting. 
But to anyone crossing over from West Berlin, they still look almost bare. 

By night, the most noticeable lights in East Berlin are street lights and 
the searchlights playing on the Red flag atop the Brandenburg Arch. Security 
lights shine on entrances to official buildings, and a few modest lamps cast a 
dim glow at the doorways of dance halls that are almost deserted. 














>> Even the beggars in West Berlin look healthier and are better dressed than 
the skilled workers and the Communist jobholders in East Berlin. 
There are no beggars in the Soviet sector, no visible signs of unemploy- 
ment. The explanation is simple--and terrifying. When an East Berliner loses 
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his job he loses the right to stay in the city. Unless he escapes to the West, f 
he will wind up on a forced-labor gang in East Germany--or in Russia itself. 


>> Driving about East Berlin you get the impression that half the area is un- 
sorted rubble. People are living in ruined buildings wherever four walls remain. 
There is the magnificent boulevard of Stalin Allee stretching for miles 
between modern apartments. But the magnificence fades when you look inside. 
Rent is $20 a month for two rooms, kitchen, bath; plus $2,000 for furniture. 
What the renter gets, however, is a year-old apartment that is falling apart. 
Wall plaster is loose at the sills. The paint is cracking off the tiny gas 
range. Doors sag on their hinges. The wall paint is thin. The porcelain is 
wearing off the bathtub. This showplace of Stalin Allee actually is a jerry- 
built, flimsy travesty on even the most modest construction in the West. 











>> The real show places in East Berlin belong to the Russians, not the Germans. 

The rebuilt Soviet Embassy on Unter den Linden displays all the opulence 
the Russians themselves can produce. They even imported great chandeliers and 
elaborate marble staircases for the heavily guarded building. 

Then there is the exclusive Russian quarter--the Karlshorst near the race-=- 
track. Here Soviet civilian employes, Soviet soldiers and their families live 
completely walled off from the East Germans. The Russians have their own movies, 
their own athletic fields, playgrounds and stores. East Berlin Germans are 
allowed in the Karlshorst only if they are working for the Russians. 





>> Leaving East Berlin by the Brandenburg Arch you pass the imposing memorial 
to Soviet soldiers, a monument flanked day and night by Russian troopers. There 
used to be only one guard. But he deserted to the West. Now there are two, to 
watch the monument and each other. And the men are changed every week. 

Floral wreaths look fresh from a distance. But touch the lilies and you 
find they are wax. Your touch leaves a mark in the thick coating of dust. 


>> Neither side of Berlin--the free halfor the Communist hair--pays its own way. 
It costs both sides plenty to maintain this dual show window of the "cold war." 
Cost to Communists is an unknown factor. There is no way of calculating 
the financial drain on East Germany to subsidize East Berlin. But everybody knows 
that the East Berliners are better off than people in other satellite areas. 
Cost to the West to keep up their half of Berlin is a matter of record. 
West Berlin gets about 400 million dollars' worth of aid annually from the Federal 
Republic of West Germany. A fourth of the bill is paid by American taxpayers. 








>> To a visitor, the investment in West Berlin looks like money well spent. 

Throngs of East Berliners and Communist officials from Russia and the 
Satellites are in West Berlin during the Big Four conferences. They can't help 
being impressed as they dodge through traffic or stroll through the shops. 

East Berlin, by contrast, looks like a city hit by a plague. 

Molotov thought he pulled a fancy trick by insisting that part of the Big 
Four sessions be in the East. But it is turning out to be a fancy boomerang. 
Moscow has been telling everybody for years that the capitalist West is going to 
pot. Now people from the satellites are here. They can see for themselves. 

What they see makes the Communist system look like a sorry mess. 4 
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Navys new radio Voice 
dedicated to America’s security 


WORLD’S MOST POWERFUL MILITARY RADIO TRANSMITTER 
A 6-YEAR NAVY-RCA PROJECT! 


On Jim Creek, in the State of Washington, stands the world’s 
most powerful military radio transmitter — its giant 
antenna stretches from mountain peak to mountain peak. 


A 6-year project of the Navy and RCA, “Big Jim” 
was built and installed to provide the Navy, for 
the first time, with instant communications with 
naval units everywhere, on the seas and under the 
seas, on land and in the air. 

Speaking at the dedication ceremonies, Brig. Gen. 
David Sarnoff, Chairman of the Board of RCA, said: 
“May I express the wish, which I know all in our 
Armed Services share, that this powerful instrument 
for transmitting intelligence may add to our “ 
national security and to the peace of the world.” 


The first message flashed by the “Big Jim” trans- 
mitter was from Admiral Robert B. Carney, Chief of 
Naval Operations, to U.S. Navy personnel around 
the world. He said: 
“With this message we forge another link between 
you and your homeland. With it, we build a new 
security channel from America to the naval units 
which form its outer ramparts of defense.” 







Se 


AT DEDICATION CEREMONIES — General Sarnoff operates key 
to transmit first message, dictated by Admiral Carney, to 
fleet units around the world. 


RADIO CORPORATION OF AMERICA 


World leader in radio— first in television 
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PRESIDENT’S FORECAST: 
GOOD TIMES AHEAD 


Here, in his own words, is the President's 
first detailed report to the country on what is 
ahead for business. As he sizes things up: 

You can stop worrying about a depression. 

What's going on now is only a slight dip, 
and even that won't last long. 


fo rue CONGRESS OF THE UNITED STATES: 

A great opportunity lies before the American people. Our 
approach to a position of military preparedness now makes 
it possible for the United States to turn more of its attention 
to a sustained improvement of national living standards 

Our economic goal is an increasing national income, shared 
equitably among those who contribute to its growth, and 
achieved in dollars of stable buying power. 

Sustained economic growth is necessary to the welfare and, 
indeed, to the survival of America and the free world. 

Although American living standards on the average are 
now higher than ever, there are certain groups whose con- 
sumption is much less than it should be. We can in our life- 
time go far toward eliminating substandard living. 

A steadily rising national income is the best assurance of 
harmonious social and economic adjustments. There can be no 
lasting harmony in a nation in which competing groups and in- 
terests seek to divide a constant or shrinking national output. 


Role of Government 

The demands of modern lite and the unsettled status of 
the world require a more important role for Government than 
it played in earlier and quieter times. 

It is Governmeiit’s responsibility in a free society to create 
an environment in which individual enterprise can work con- 
structively to ‘serve the ends of economic progress; to en- 
courage thrift; and to extend and strengthen economic ties 
with the rest of the world. 

To help build a floor over the pit of personal disaster, Gov- 
ernment must concern itself with the health, security and 
welfare of the individual citizen. 

Government must remain alert to the social dangers of mo- 
nopoly and must continue vigorous enforcement of the anti- 
trust laws. 

Government must use its vast power to help maintain em- 
ployment and purchasing power as well as to maintain rea- 
sonably stable prices. 

Government must be alert and sensitive to economic devel- 
opments, including its own myriad activities. It must be pre- 
pared to take preventive as well as remedial action; and it 
must be ready to cope with new situations that may arise. This 
is not a start-and-stop responsibility, but a continuous one. 

The arsenal of weapons at the disposal of Government for 
maintaining economic stability is formidable. It includes 
credit controls administered by the Federal Reserve System; 
the debt-management policies of the Treasury; authority of 
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Government will do whatever it takes to 


keep business humming. 

The long-term outlook? High prosperity, 
plonty of jobs, good pay, stable prices. 

Mr. Eisenhower says:all that, and more, in 
his first Economic Report. 


the President to vary the terms of mortgages carrying federal 
insurance; flexibility in administration of the budget; agri- 
cultural supports; modification of the tax structure; and public 
works. We shall not hesitate to use any or all of these weapons 
as the situation may require. 


The Current Situation 

The year just closed was very prosperous with record out- 
put, widely distributed incomes, very little unemployment, 
and prices stable on the average. 

In the second half of the vear there was a slight contrac- 
tion in business leading to unemployment in some localities. 
This was due mainly to a decline in spending by businesses for 
additions to inventory. Other categories of spending, notably 
retail sales, have been well sustained. 

Our economic growth is likely to be resumed during the 
year, especially if the Congress strengthens the economic 
environment by translating into action the Administration’s 
far-reaching program. 


Basis for Confidence 

The removal of wage and price controls, the stopping of 
price inflation, the development of new products available to 
consumers, and the improved economic condition of the na- 
tions of the free world constitute an unusual combination of 
favorable factors for the future. 

While’ federal expenditures were being cut in many direc- 
tions during the past year, outlays on research and develop- 
ment grew and came to 2.5 billion dollars out of a total na- 
tional expenditure on research of 4 billion dollars. Research 
has already given us many new industries and products, in- 
cluding atomic energy, radioactive isotopes, electronics, heli- 
copters, jet engines, titanium and heat-resistant materials, 
plastics, synthetic fibers, soil conditioners, and many others. 
Outlays on the building of new knowledge must continue 
since they are our surest promise of expanding economic op- 
portunities. 

Because of billions of dollars of savings in Government 
spending made in this Administration’s first year, major tax 
cuts went into effect on January 1. More than 5 billion dol- 
lars of tax savings are now being left with the American 
people to increase their purchasing power this year. More will 
be released to taxpayers as rapidly as additional savings in 
Government expenses are in sight. 

Also favorable to the maintenance of high consumer ex- 
penditures growing out of high personal incomes is our wide 


U. S. NEWS & WORLD REPORT, Feb. 5, 1954 





ral 
sTi- 
lic 
ns 


of 


na- 


na- 
rch 
in- 
eli- 
ils, 
TS. 
ue 
op- 


ent 
tax 
ol- 
an 
vill 

in 


ex- 


ide 





U.S. News & World Report 





diffusion of wealth and incomes and the strong urge of Amer- 
icans to improve their living standards. 

Expenditure plans of American business for plant and 
equipment constitute a powerful support for economic ac- 
tivity. 

Despite the record volume of home building in recent 
years, there is still a good market for housing in this country. 
Vacancies in our cities, with few exceptions, are below the 
level necessary for a healthy competitive market. 

A continued rise in State and local expenditures may be 
expected. There is still, in most parts of the country, a vast 
backlog of needed schools, highways, hospitals, and sewer, 
water and other facilities. Federal expenditures will remain a 
significant sustaining factor in the economy. 

Our financial institutions are fully capable of meeting all 
reasonable credit demands and are in condition to withstand 
successfully any strains to which they may be exposed. 


Measures to Strengthen the Economy 

To protect and promote economic stability we should take 
bold steps—by modernizing unemployment insurance; by 
broadening the base and benefits of old-age insurance; by 
permitting a longer “carry-back” of losses for tax purposes; by 
granting broad discretionary authority to the Executive to alter, 
within limits and appropriate to changing circumstances, the 


ROLE OF GOVERNMENT 


Following is the full text of summary, review and out- 
look chapters from the Economic Report of the President, 
delivered to Congress Jan. 28, 1954: 


A great opportunity lies before the American people. The 
United States is in a position immediately to undertake a 
sustained improvement in national living standards. During 
World War II the needs of the military services and the con- 
tributions that this nation made to the military efforts of its 
allies naturally took precedence over all other claims on the 
economy. The years that followed the war were devoted, in 
the main, to meeting demands that had been postponed dur- 
ing the conflict and the preceding years of depression. The 
war in Korea once more assigned first priority to military 
needs. Today, and we believe tomorrow, this emphasis is no 
longer as pressing. Our approach to a position of military 
preparedness now makes it possible to turn the productive 
potentialities of the economy increasingly to peaceful pur- 
poses. This is a welcome opportunity. To help our people 
seize it, the Federal Government must continue to meet suc- 
cessfully the challenging problems of economic transition 
from war and inflation to peace and monetary stability. 

Our economic goal is an increasing national income, shared 
equitably among those who contribute to its growth, and 
realized in dollars of stable buying power. To achieve this 
goal, the dynamic forces of our society must be fully re- 
leased. Accordingly, Government programs must be designed 
to help maintain reasonable stability during periods of read- 
justment and to encourage long-term growth. The mandate 
of the Congress as set forth in the Employment Act must 
always be kept before us: “To promote maximum employ- 
ment, production and purchasing power in a manner 
calculated to foster and promote competitive enterprise and 
the general welfare.” This Report sets forth the main lines 
along which the Federal Government proposes to move 
toward these ends. 


THE IMPORTANCE OF PROGRESS 


A high and sustained rate of economic growth is necessary 
to the welfare, if not to the survival, of America and the free 
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terms of governmentally insured loans and mortgages; by estab- 
lishing a secondary home-mortgage market; and by making 
improvements in the planning of public-works programs. 

To stimulate the expansive power of individual enterprise 
we should take action—by revising the tax laws so as to in- 
crease incentives and to remove certain impediments to enter- 
prise, especially of small business; by improving credit fa- 
cilities for home building, modernization, and urban rehabili- 
tation; by strengthening the highway system; and by facilitat- 
ing the adjustments of agriculture to current conditions of 
demand and technology. 


Conclusion 

Employment in January, 1954, is somewhat lower than in 
January, 1953. There seems to be a connection between this 
fact and the fact that in January, 1953, we were still fighting 
in Korea and are not doing so today. We can make the transi- 
tion to a period of reduced mobilization without serious inter- 
ruption in our economic growth. We can have in this country 
and in the free world a prosperity based on peace. 

There is much that justifies confidence in the future. The 
Government will do its full part to help realize the promise 
of that future in its program to encourage an expanding and 
dynamic economy. 

Dwicur D. EIsENHOWER 


IN ECONOMIC PROGRESS 


world..The United States is now engaged, and must be for 
some time to come, in an effort to build security forces ade- 
quate to deter and to strike back at aggression. These security- 
building efforts, and the parallel efforts to raise the defense 
potentials and the living standards of friendly peoples in 
other countries, are as much dependent on our industrial 
production as is the conduct of war itself. Success in them 
will depend in large part on the amount by which our na- 
tional output is increased. 

Economic progress offers more than security against aggres- 
sion. An increasing national income, with the purchasing 
power of the dollar maintained at a steady level, will make 
it easier to move against substandard living. American living 
standards, on the average, are higher today than ever before, 
and the diffusion of prosperity is wider. Yet for certain groups 
consumption is much below the level it should reach. The 
elimination of substandard living is a goal that can be ap- 
proximated within the lifetime of many of us, if the economy 
continues to grow rapidly. 

The prospect of a steadily rising standard of living is, fur- 
thermore, the best assurance of harmonious social and eco- 
nomic adjustments. There can be no real and lasting harmony 
in a nation in which competing groups and interests seek to 
divide a constant, or a shrinking, national output. A gen- 
eral improvement in incomes makes it easier to reconcile 
conflicting claims, releasing everyone’s efforts to construc- 
tive ends. 

For all these reasons, it is essential that measures be taken 
by the Government to promote economic progress. In order 
to move effectively, however, it is necessary to have clearly 
in mind the conditions on which rapid progress in our own 
country and age depends. 


CONDITIONS OF PROGRESS 


There is, of course, no formula that will guarantee eco- 
nomic progress. Progress is, to a very considerable degree, 
the product of a people’s culture or “way of life,” which in- 
cludes such intangible and spiritual qualities as their re- 
ligious ideals, belief in personal dignity, faith in self-improve- 
ment, capacity for co-operation, and receptiveness to change. 
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Progress can be nurtured by wise public policy, just as it can 
be impeded by careless or shortsighted policy. Above all 
things, public policy should recognize that the atmosphere 
in which people pursue their productive activities is as im- 
portant to progress as the physical resources that they employ. 


Individual freedom 

Our history provides abundant proof that a basic condi- 
tion of economic progress is an environment in which the 
individual can, within wide limits, pursue his interests ac- 
cording to his own lights. American culture is an expression 
of economic as well as political freedom, and of the interde- 
pendence of the two. Traditionally, our Government has 
sought to create and maintain a democracy of opportunity in 
which individuals have the general freedom and the specific 
opportunities to work, to spend, to save, and to invest, and 
the incentive to pursue these opportunities to the fullest 
extent. 

This concept of the role of Government has not been 
made obsolete by the events ot the last few decades. Two 
world wars and a world-wide depression brought a con- 
tinued broadening of the scope of governmental activities, 
but this fact does not justify the oft-made assumption that 
the range of federal activities must continue to grow. 


Adequate incentives 

It must be recognized, however, that the demands of mod- 
ern life and the unsettled state of the world require a much 
larger role for Government and a much higher level of tax- 
ation than suited earlier generations. For this very reason, 
Government must exercise great care to shape its policies so 
as to strengthen economic incentives, rather than to chill or 
frustrate them, as has happened so often in the world’s history. 
Reasonable assurance must be given that efforts will be fairly 
rewarded. The wage earner must know that greater exertion, 
and improvements in his skill and capacity, will earn him more 
pay. The saver must be assured of a fair return for contributing 
capital to the productive process. Equally, the risk-taking in- 
vestor must have an assurance of adequate rewards for suc- 
cessful ventures. In a society which fails to provide these 
assurances, the urge to greater effort is enfeebled, capital does 
not grow rapidly, and the economy may stagnate. 


Effective competition 

Open markets and effective competition are means of 
channeling productive efforts toward social purposes in a 
private-enterprise system. Markets must be kept free from 
restraints that discourage the innovator for the benefit of 
established firms or products. Open markets provide ladders of 
opportunity up which the newcomer may climb. Competition 
must be allowed to perform its traditional role of regulator 
and energizer, to direct our economic resources into those lines 
which most accurately meet the needs or tastes of consumers. 
This role of competitive markets is as basic to the proper 
functioning of our economic order as the secret ballot is to our 
political democracy. Government has a vital responsibility in 
this area, immensely complicated by large aggregations of 
capital under single management and large organizations of 
labor. 

But it is clear that size alone does not preclude effective 
competition. Cases abound in which competition among large 
firms turning out similar products, seeking steadily to im- 
prove them or to reduce the cost of making them, has 
speeded technical progress and price reduction to the con- 
sumer. Government must nevertheless remain alert to the 
dangers of monopoly, and it must continue to challenge 
through the antitrust laws any outcropping of monopoly 
power. It must practice vigilance constantly to preserve and 
strengthen competition. 
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Savings and capital formation 

Another condition of economic progress in our society is an 
ample supply of savings, for on this depends the growth of 
real capital. It is essential that economic policy give encour- 
agement to thrift. There is no place for a fear of thrift in a 
dynamic economy. Perhaps no greater contribution can be 
made by Government to the encouragement of thrift, and 
thus to growth of the stock of capital, than to provide assur- 
ance that a dollar saved today will not go to waste through 
inflation of prices tomorrow. Also required is a supply of 
money in keeping with the increase in the physical volume of 
production and trade. Such a growing money supply is neces- 
sary to prevent the development of deflationary pressures, to 
maintain equity values, and to keep the purchasing power of 
the dollar reasonably stable. 
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But savings will go to waste, trom the viewpoint of society, 
unless they are readily transformed into productive invest- 
ment. This means that the economy must have an efficient, 
competitive financial system, capable of channeling funds—risk 
capital as well as borrowed funds—into those lines in which 
they appear likely to be most productive. 


Research and development 

A fundamental condition of economic progress is a growing 
fund of scientific and technological knowledge. From such 
knowledge come opportunities for investment and new in- 
dustries, based upon the development of new materials and 
products, more efficient processes, and the improvement of 
old products. Scientific research and development have 
created an almost endless roster of new industries and prod- 
ucts, including atomic energy, radioactive isotopes, elec- 
tronics, helicopters, jet engines, titanium and heat-resistant 
materials, plastics, synthetic fibers, soil conditioners, hybrid 
seeds, and a host of others. During 1953 the outlays on scien- 
tific research and development by industry, institutions of 
learning, nonprofit foundations, and Government rose to the 
total of about 4 billion dollars. Progressive public policy re- 
quires that these activities be given strong encouragement. 
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Maintenance of economic stability 


Under a competitive-enterprise system, which gives free- 
dom to individual initiative and encouragement to tech- 
nological change and innovation, the economy cannot, of 
course, be absolutely stable. Inevitably, economic progress is 
to some degree uneven. Even when the economy as a whole 
advances, some industries go ahead more rapidly than others, 
and some may decline. The practical importance of this fact 
for public policy is that it indicates a need for fluidity and 
resilience in the economic system. The desirable goal of sta- 
bility in the general level of prices must not be interpreted 
to mean that every individual price should remain constant. 
On the contrary, it is essential to economic progress that in- 
dividual prices be flexible, sc that resources may be shifted 
from uses in which rewards of labor, management, and 
capital are low to uses in which rewards are high. Industries 
benefiting from advances in technology or shifts in demand 
will offer expanding opportunities for employment, while 
others that have lost favor with the public will provide fewer 
jobs. The proper role of Government is not to resist adjust- 
ment to change, but rather to foster conditions under which 
adjustment can be accomplished with a minimum of hard- 
ship or difficulty. 

The most important of the conditions tavorable to eftective 
adjustment is a reasonable measure of stability in the over-all 
level of employment and incomes. Letdowns in industrial 
activity were not so intolerable a bar to economic progress 
as long as a large and expanding agriculture offered tem- 
porary refuge to the unemployed. But agriculture today 
forms a smaller part of the total economy and, having be- 
come more commercialized, is also subject to the movement 
of business in general. As a result of the catastrophic depres- 
sion of the ’30s, minor dips in the curve of business, such as 
an earlier generation passed by without notice, now cause 
concern in our shops and homes. Unless the Government is 
prepared and willing to use its vast powers to help maintain 
employment and purchasing power, even a minor readjust- 
ment may be converted into a spiralling contraction. Recog- 
nizing the changed character of ow age, its anxiety about 
business fluctuations, and the political as well as economic 
difficulties that would come to the American people through 
u business depression, both parties wisely united in the Con- 
gress to enact the Employment Act of 1946, which pledged 
the Federal Government to use its power to help keep the 
economy on an even keel 


Floor of individual security 

Still another condition of economic progress in our times 
is a floor of security for the individual, and it is incumbent 
on Government to help to establish it. A dynamic, urbanized 
economy poses numerous hazards for the individual. No 
longer is free land on the Western frontier available to those 


who want to make a fresh start. The spread of private pension 
and insurance plans and social-security programs in recent 
years has strengthened the forces of economic growth by 
helping to relieve individuals from the anxieties attaching to 
sickness, accident, unemployment, and old age. A further 
strengthening of social insurance is highly desirable. Yet it 
must be kept in mind that the individual has a responsibility 
to provide, as far as he can, for his own security, and that 
Government can make its greatest contribution to the welfare 
of individuals by fostering improvements in their productivity. 


World community of free nations 

Finally, it must be noted that economic progress in our 
country is tied closely to the progress of the rest of the world. 
The world is no less interdependent economically than po- 
litically. Just as Americans have no chance to enjoy security 
from aggression while aggression is being committed against 
other free nations, so also they cannot make maximum 
progress if other nations suffer economic stagnation or de- 
cline. A program for promoting economic progress in Amer- 
ica must therefore provide for an extension and strengthening 
of economic ties with the rest of the world. An accelerated 
flow of goods and of capital across national boundaries would 
contribute to economic progress everywhere 


THE TASKS AHEAD 

These, then, are the conditions of economic progress in our 
country and in our times. To forge ahead as our nation can, 
the Government must foster competitive enterprise, strengthen 
economic incentives, and promote scientific and technolog- 
ical knowledge. It must use its vast powers to help protect 
the stability of the purchasing power of money, to help main- 
tain employment at a high level, and to help provide a floor 
of security for the individual. It must not only join with other 
nations, but should be prepared to lead them, in solving the 
problems of international trade and currencies. 

To deal with these difficult tasks in a systematic manner, 
steps were taken in the last year to re-examine the policies 
of the Federal Government aftecting economic growth and 
stability. The Council of Economic Advisers was recon- 
stituted. The Government launched special inquiries into the 
problems of agriculture. housing, foreign economic policy, 
and the relations between the federal and State and local 
governments. Furthermore, all agencies and departments of 
the executive branch were instructed, in studying the prob- 
lems coming within their purview, to keep the broad ob- 
jective of stable economic growth prominently in mind. Some 
of the initial recommendations relating to this objective are 
set forth in this Report. But before turning to recommenda- 
tions of policy, it is wel] to review economic developments 
during the past year, to note how the Government has dealt 
with them, and to analyze the current position of our economy 
and its prospects 


GOVERNMENTAL POLICY IN A YEAR OF ECONOMIC CHANGE 


rhroughout 1953 the Federal Government was guided by 
the broad objectives outlined in Chapter 1 [Role of Govern- 
ment in Economic Progress]—the stimulation of output and 
employment, the protection of the purchasing power of the 
dollar against further shrinkage, the wide distribution of the 
fruits of expanding activity, and the extension of international 
trade and investment. 


PREVENTING INFLATION 


Economic activity increased rapidly during the early months 
of the year. Production and employment kept rising, while 
unemployment declined to ever-lower levels and reached 1.8 
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per cent of the civilian labor torce in October—the lowest 
recorded rate of unemployment since World War II. Al- 
though prices remained fairly stable on the average, the prices 
of many individual commodities reflected ominously the in- 
creasing pressure of demand. Under the circumstances, wages 
could be expected to move upward—and to some extent they 
did. The possibility of an upward spiral of prices and wages 
was enhanced by certain steps taken by the Government to 
broaden the scope of private enterprise—especially the removal 
of price and wage controls. There was talk in these early 
months of a “confidence boom,” as the American people saw 
themselves free to embark on new productive enterprises. 
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Economic life in a dynamic society is in constant flux. As 
the economy undergoes changes, first one problem, then an- 
other, comes to the surface and requires attention. During the 
first months of the year, when the economy seemed to be 
entering a new phase of inflation, the immediate concern of 
the Government was the protection of the value of the 
people’s money. Both credit policy and fiscal policy were 
aimed at this objective. The Federal Reserve System allowed 
the buoyant demand for credit to adjust itself to the restricted 
market supply. In January the discount rate was raised from 
1.75 per cent to 2 per cent, thus bringing it into line with 
other rates and discouraging member-bank borrowing at the 
Reserve Banks. In response to their tight reserve position, 
commercial banks early in 1953 reduced their holdings of 
Government securities. The Treasury harmonized its policy 
with that of the Federal Reserve System, by seeking to obtain 
from investors other than banks the funds that it needed to 
finance the Government. Interest rates of all sorts rose steadily 
and the rise, up to a point, was salutary. It served to check 
the effective demand for private loans, made lenders more 
discriminating in extending new credits, and thus not only 
restrained the growth of credit but also prevented the quality 
of the outstanding debts from deteriorating, as is their wont 
when business booms. At the same time, a Presidential Tax 
Message to the Congress, on May 20, 1953, recommended 
that the excess-profits tax, which was scheduled to expire on 
June 30, 1953, be extended for another six months. Although 
this tax was injurious to enterprise and hurtful to new firms 
trying to grow, it seemed imprudent to cut any tax at a time 
when the Government was operating at a deficit and when 
there was still a latent danger of inflation. 

The restrictive monetary and debt-management policies 
pursued in the early months of the year had, however, a 
more potent effect than was generally expected. It was not 
that the policies were of themselves highly restrictive. At its 
peak the open-market commercial-paper rate was only 2.75 
per cent, and the yield on high-grade corporate bonds only 
3.40 per cent. But the business and financial community, 
having become accustomed over many years to credit policies 
that facilitated the monetization of the federal debt, no 
longer clearly remembered the discipline of monetary man- 
agement aimed at preventing inflationary booms, with which 
an earlier generation had had experience. A new 30-year 
Treasury issue at 3.25 per cent, a lifting of the maximum 
interest rate chargeable on FHA-insured and VA-guaranteed 
mortgages to 4.5 per cent, a generally rising yield on Gov- 
ernment bonds and other securities—all these developments, 
combined with neutrality on the part of the Federal Reserve 
authorities, were new and startling to many bankers, mort- 
gage lenders, and businessmen who, while gravely fearing 
inflation and wishing to see it curbed, apparently underesti- 
mated the practical adjustments that its containment would 
require. 

The demand for credit that developed in May and June was 
not, therefore, confined to the funds needed for current op- 
erations. Part of it was anticipatory, generated by fears or 
expectations that interest rates would rise higher, perhaps 
considerably higher, while new credit might become difficult 
to obtain. In a modern money market, the forces that shape 
expectations of borrowers are bound to influence lenders as 
well. At the very time when the demand for credit was rising 
insistently, some lenders became reluctant to commit funds for 
future use at existing interest rates, and their hesitation added 
perceptibly to the strain on the money and capital markets. 


CONTROLLING THE READJUSTMENT 


The Federal Reserve authorities responded to the incipient, 
and possibly dangerous, scramble for liquidity with a degree 
of promptness and vigor for which there is no close parallel 
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in our central-bank history. Between early May and early 
July the Federal Reserve System increased its holdings of 
United States Government securities by 1.2 billion dollars. By 
purchasing securities the System augmented the reserves of 
member banks, reduced their need for borrowing, and im- 
proved their ability to extend credit to consumers, farmers, 
and business firms. A further, and System-wide, step was 
taken on June 24 when the Federal Reserve authorities an- 
nounced a reduction of reserve requirements from 24 to 22 
per cent on demand deposits in central-reserve-city banks, 
from 20 to 19 per cent in reserve-city banks, and from 14 to 
13 per cent in country banks. This action promptly released 
reserves to every member bank of the System, ended the cur- 
rent tightness of the credit market, and gave assurance to the 
business community that the needs for private credit and 
Treasury financing during coming months could be readily met 
by the banks. 

The easing of tension in the money markets was speeded 
by the realization that the Treasury would co-ordinate its 
management of the public debt with the easier credit policy 
of the Federal Reserve System. Between August and Decem- 
ber the System again added substantially to its holdings of 
Government securities, partly to meet seasonal requirements 
for currency and credit, and partly to strengthen further the 
lending power of the member banks. In the meantime, the 
Treasury, while adhering to its policy of lengthening the 
maturities of the outstanding federal debt, brought out issues 
that competed to a minimum with the demands for long-term 
credit by business firms and State and local governments. 
Interest rates began declining in June, and in the following 
months mortgage credit, as well as credit for other needs, 
became more plentiful. 


FLEXIBILITY IN CREDIT AND FISCAL POLICIES 


The maintenance of a high and expanding level of output 
and employment is a definite objective of our society. So also 
is the maintenance of a reasonably stable level of consumer 
prices. The pursuit of these twin objectives involves the Gov- 
ernment in difficult, yet inescapable, responsibilities. The 
road of reasonably full employment without price inflation is 
narrow. There is always the danger that our economy, by 
moving a little too far to one side of the road, will enter the 
zone of inflation, or by moving too far to the other side, will 
slip into the zone of contraction. What we plainly need and 
want to do is to stay firmly on the road, which means that 
we must moderate economic movements before they acquire 
large momentum. Our ability to do so is limited, however, 
partly because the economy is subject to the shifting moods 
and modes of human behavior, partly also because the makers 
of policy cannot predict with scientific closeness the strength 
of the responses which their actions may generate. Under the 
circumstances, governmental policies must either be flexible, 
adjusting to new and unforeseen developments, or run the 
peril] of courting disaster. But flexible policies, adapted with 
promptness and vigor, require courage and candor on the 
part of Government officials. The success with which flexible 
monetary and debt-management policies were used in 1953, 
first to prevent inflation and later to avert c.edit stringency, 
should inspire confidence among all citizens in the capacity 
and readiness of Government to respond promptly to changes 
in economic circumstances. 

Fiscal policy is a less flexible instrument than either mon- 
etary or debt-management policy for keeping the economy on 
the narrow path that separates inflation from recession. But 
federal operations are now so large a factor in our economy 
that their variations, whether on the revenue or expenditure 
side, are bound to have a significant impact on our economy. 
The deliberate use of fiscal policy, in the interest of maintain- 
ing a sound economy, bears great promise for the future, and 
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the actions taken in 1953 reflected this concern. Early in the 
year, when inflation was still a real danger, it seemed reason- 
able to expect that in another six or twelve months the boom 
might recede and that at such a time some reduction in taxes 
would become appropriate. In the meantime, the only proper 
course was to maintain taxes while seeking to curtail expendi- 
tures. The Tax Message, submitted to the Congress on May 20, 
1953, therefore called for full maintenance of all taxes during 
1953, but suggested that taxes might be reduced in January, 
1954. 

As the year wore on, tax policy was continually reviewed by 
the Treasury, not only from the viewpoint of moving toward 
a budgetary balance, but also in the light of the economic 
situation at large and the part that fiscal policy could play in 
contributing to economic growth and stability. By late Sep- 
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tember it was clear that the existing danger of inflation had 
passed, and that the prospective reduction of federal expendi- 
ture would justify some tax reduction. The Secretary of the 
Treasury therefore announced in the plainest possible lan- 
guage that the Administration, besides relinquishing the 
excess-profits tax, would not seek to postpone the reduction of 
the personal income tax, averaging approximately 10 per cent, 
scheduled for January 1, 1954. This unequivocal promise of 
tax relief to both families and business firms bolstered con- 
fidence at a time when trade and employment were slipping 
slightly. In coming months these well-timed tax reductions are 
likely to give substantial support to consumer and investment 
markets. 

Another significant step taken in 1953 was to broaden the 
scope of credit policy as a stabilizing tool, by extending its 
role to the housing industry. When the Congress originally 
gave authority to the Federal Housing Administration to in- 
sure mortgages, the law specified maximum terms of insur- 
able loans rather than mandatory terms. As it turned out, the 
broad powers conferred by the Congress were, with few ex- 
ceptions, used over the years to reduce interest rates on mort- 
gages, to reduce the down payments required of purchasers, 
and to lengthen the maturities of the mortgages. The conse- 
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quence has been that the housing market augmented the 
total demand for credit when general economic conditions 
justified it, and also when they did not. Last year, when the 
Congress considered further liberalization of FHA mortgage 
credit, the Administration recommended that the liberaliza- 
tion be made permissive, that is, that it be allowed only at 
the direction of the President. The Housing Amendments of 
1953, as passed by the Congress, created a new and highly 
useful stand-by authority. Instead of stimulating an increased 
flow of credit at a time when it was not needed—as in recent 
months, when the annual rate of housing starts (seasonally 
adjusted) has been running above 1 million units—they per- 
mit stimulation at a time when it will aid the economy. How 
great may be the stimulating power of the newly gained 
authority, should economic conditions justify its use, may be 
judged from the fact that, on an owner-occupied dwelling 
costing, say, $12,000, the required down payment under an 
FHA-insured mortgage may be reduced from $2,400 to $600, 
while the period for amortizing the mortgage may be simul- 
taneously extended from 25 to 30 years. 


AIDING AGRICULTURE 

A very difficult problem facing the country during the past 
year was the readjustment of agriculture. The net income of 
farmers, which began declining in 1947, continued to fall 
during 1953. The restoration of agriculture in foreign coun- 
tries sharply curtailed American exports, while our statutory 
price-support levels served to augment accumulating surpluses 
of many farm products. Widespread drought added to the 
agricultural troubles of the year, especially of cattle farmers. 
Confronted with these difficulties, the Government took steps 
to aid the farm economy. The commitments of the Commodity 
Credit Corporation increased by approximately 3 billion dol- 
lars during the year. Relief was extended promptly to the 
farms in drought-stricken areas. Extensive governmental pur- 
chases of beef were undertaken, with a view to checking a 
collapse of cattle prices and at the same time benefitting the 
school-lunch program. A large gift of wheat was made to 
Pakistan, and a program of famine relief to friendly nations 
was instituted. 

While these and other acts of Government have aided the 
farmers, it is well to recognize that they do not provide a 
permanent solution of the problems facing American agri- 
culture. To adjust to their new technology and the altered 
world economic situation, farmers will need the continued 
assistance of Government. But even more important than 
what the Government does specifically to help the farmer are 
the policies that it pursues to help maintain an expanding 
domestic market. And what is true of agriculture is equally 
true of other industries. As long as employment and produc- 
tion in the entire economy are at high levels, the adjustment 
required of individual industries by shifts in demand or tech- 
nology can normally be carried through with greatly reduced 
hardship. Therefore, an essential part of the solution of the 
problems of agriculture, as well as of other industries under- 
going structural readjustment, lies in moderating the fluctua- 
tions and promoting the growth of general business. 


LOOKING AHEAD 

The Federal Government has a special responsibility to 
use its powers to curb both inflationary or depressive ten- 
dencies of the economy. To discharge this responsibility, it 
must be in a state of readiness to cope with new situations 
that can never be fully foreseen. For this reason, the Council 
of Economic Advisers was instructed early in the year to de- 
sign plans for dealing with a business depression, although 
none was in sight. 

The Council’s continuing studies have covered a wide range 


(Continued on page 78) 
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HOSE IN THE KNOw credit K. T. Keller 
Twith a spectacular but unpublicized 
contribution to national security. These 
sources say the U.S. can thank Mr. Kel- 
ler, a Detroit production expert, for a 
new and effective shield against atomic 
attack and for new possibilities of smash- 
ing offensive power. 

To bring these things about, Mr. Kel- 
ler, energetic, forceful, took over the U. S. 
guided-missile program when it was 
languishing far behind schedule, caught 
in a tangle of haphazard experiment and 
interservice rivalries. He decided what 
should be done. He told peopie, brusque- 
ly it need be, what they must do. And, 
a hard driver, he got guided missiles into 
mass production. 

Now, the country has had a peek at 
“Nike,” the projectile that seeks out and 
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destroys an attacking airplane with un- 
canny accuracy. Nike protection is being 
given to Washington and is being ex- 
tended to other cities. But it is only one 
of the new weapons. The pilotless air- 
plane is becoming a real weapon. Not far 
away, it is thought, are guided missiles 


that can carry atomic destruction to 
enemy targets thousands of miles away. 

For his services, Mr. Keller has just 
received the “Exceptional Civilian Serv- 
ice Award,” with glowing praise: “unique 
ability to translate the most exacting 
military requirements into mass-produced 
precision-operated weapons.” But, his 
part in the program has been almost as 
hush-hush as the missiles themselves. He 
prefers anonymity. 

Production man. Mr. Keller is 68, 
a practical mechanic with an added stroke 


-Harris & Ewing 


AIR FORCE SECRETARY TALBOTT DECORATES MR. KELLER 
. « « unique ability to translate the most exacting military requirements into . . . weapons” 
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Shifting Guided Missiles 
From Lab to Defense Line 


Blunt, hard-driving K. T. Keller took charge of a 
languishing guided-missile program, turned from 
experiment to mass production. The result: greater 
safety for U.S. cities, rising offensive power. 



















of imagination. He holds firm ideas, usual- 
ly conservative, on many subjects and ex- 
presses them in soft-spoken but earthy 
phrases. He has the reputation in some 
circles of being a hard-boiled boss. He 
gives the impression of a man who has 
everything under control, and usually he 
has. 

Now chairman of the board of Chrys- 
ler Corporation, Mr. Keller has come a 
long way. He started in, after a public- 
school and business-college education, as 
a 40-cents-an-hour machine-shop —ap- 
prentice. Over the years he worked for 
numerous firms in the automotive busi- 
ness—Hudson, Maxwell, General Motors 
—with posts of ever-increasing responsi- 
bility in the production field. 

Mr. Keller found his niche when he 

(Continued on page 52) 
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When Honest Work Comes High 


Good, honest work like this comes mighty high when it’s going 
into excessive piping repairs and replacements. And how do you 
control such high costs? 


Thrifty buying with a careful eye on the quality of piping mate- 
rials can help a lot. At today’s maintenance rates, better quality 
was never a sounder investment. The more piping you have, the 
more you'll see how true this is. 


Better quality equipment doesn’t cost a penny more. Not when 
you know the savings it makes in longer life and fewer repairs. 
There’s real economy in valves and fittings that do this. That’s = 
why Crane Quality makes Crane equipment the choice of the . 
thrifty buyer. TH R I FTY 
Crane Co., General Offices: 836 S. Michigan Ave., Chicago 5, BUYER 
Illinois. Branches and Wholesalers Serving All Industrial Areas. 
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Modern & STream Lined Freight Service 


Modern & STream Lined 


The Minneapolis & St. Louis in 1954 isa 
completely modern Railway, staffed and 
equipped for its specialized job: 


Fast Freight Service in the 
Great Midwest 


Under the present management, the M. & 
St. L. has been rebuilt, physically and finan- 
cially, in the past 18 years. 


SOME FACTS ABOUT THE M. & ST. L. 


Locomotives: all the new and more effi- 
cient Diesels, 73 units. 

Freight Cars: 4,000, nearly all new since 
1944, 

New Depots, Shops and Bridges: scores of 
old structures replaced. 

Major Projects: new general office in 
Minneapolis and three Diesel service 
buildings. 

Yards and Shops: rebuilt and modernized 
at Minneapolis, Marshalltown and other 
terminals. 

All Improvements: paid for or being paid 
for from earnings. 


The M. & St. L. is one of the few railroads 
without bonded debt. Only capital is 
600,000 shares of common stock. 

Since 1935, operating revenue has 
tripled, totaling $22,901,000 in 1952. 
Employes number about 2,800. Total 
payroll, $11,403,000 in 1952, nearly 
three times that of 1935. 


to federal, state and local governments, 
equal to $4.77 per share of stock. 

The M. & St. L. operates 1,397 miles of 
main track: 399 in Minnesota; 155 in 
South Dakota; 753 in Iowa and 89 in 
Illinois. Serves 225 cities and towns. 


Constant program of industrial develop- 
ment has located several hundred new in- 
dustries on M. & St. L. lines, creating addi- 
tional freight traffic. 

Trafic department, strongly staffed and 
operating 36 offices throughout the U. S., 
works aggressively to secure freight, in- 
cluding “bridge line” traffic from connect- 
ing roads as well as shipments to and from 
points on line. 


THE GOAL OF THE M. & ST. L. 


To provide ever-better Freight Service to 
the Communities it serves, to Agriculture, 
Business and Industry and to Connecting 
Railroads; thus contributing to Progress 
and Prosperity of its Midwest Territory, 
expanding its own Traffic and Revenues and 
making possible the payment of Liberal 
Dividends to Owners of its Stock. 


Taxes totaled $2,861,000 in 1952, paid * 
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Guided missiles lagged— 
Mr. Keller was sent for... 


became associated’ with the late Walter 
P. Chrysler in 1926. From then until 
1935, he was in charge of manufactur- 
ing for Chrysler Corporation. From 1935 
to 1950, he was president of the com- 
pany and performed some outstanding 
wartime production feats. Among them, 
he got tank production on an assembly- 
line basis. 

The war over, Mr. Keller settled down 
to making automobiles again. But, mean- 
while, there were new developments in 
the military field. Germany’s cross-chan- 
nel bombardment of England with the 
V-1 and V-2 rockets had convinced U. S. 
military leaders that, in any future war, 
guided missiles would become of vital 
importance. All three services began 
experimenting. 

Each service, operating on its own, 
kept the results of its research a secret. 
Each wanted to be the first to develop 
such weapons and be assigned the great- 
est share in their use. There was duplica- 
tion, overlapping. The Army had 7 major 
projects, the Navy 15, the Air Force 13. 
The Korean war had begun. General of 
the Army George C. Marshall, then Secre- 
tary of Defense, wanted production, not 
cross-purpose experimentation. He sent 
for Mr. Keller. 

Order out of chaos. Mr. Keller's mis- 
sion was to carry guided missiles from a 
phase of advanced exploratory work to 
that of production and use. Commuting 
between Detroit and Washington and 
sites of guided-missile development, he 
took an appalled look at the helter-skel- 
ter situation he had taken over, uttered a 
few forceful expletives, and went to 
work. 

Several projects were nearing the pro- 
duction point; but the experimenters 
were constantly coming up with new 
ideas—changes in plans that might im- 
prove the product but would delay its 
manufacture. Meanwhile, what was 
needed was a stockpile of guided missiles, 
ready for use. Competition between the 
services was all right up to a point, even 
had its advantages, Mr. Keller thought, 
but questions were being asked about 
how much competition the country could 
afford. 

After study, the automobile man se- 
lected certain advanced projects for quick 
production. These he separated from the 
exploratory stream and turned into the 
stream of engineering and manufacture. 
He had no intention of stifling imagina- 
tion and research. He gathered about 
him the few men whom he considered 
especially gifted, consulted them fre- 
quently. But he kept research and pro- 
duction in separate channels. 
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...He shocked engineers 
with his demands 


An associate of the period says the es- 
sence of Mr. Keller’s contribution was to 
use his verv great experience and under- 
standing in deciding what projects had 
reached the production stage. Then he 
had to supervise the program tightly, 
keep out the scientific raiders who con- 
stantly wanted changes made. 

Manufacturers with guided-missile 
contracts began getting a push from Mr. 
Keller. He arrived one day, typically, at 
the plant of a company that was at work 
on the Nike. He told the company that 
it had a “nice little program,” but, “You 
must produce Nikes one and a half years 
sooner than you say you can.” 

It was an ultimatum. Conservative 
scientists and engineers were shocked. 
But, under Mr. Keller's determined driv- 
ing, the program was telescoped. Calcu- 
lated risks were taken. Troubles arose 
that a more leisurely pace would have 
avoided. But these were not serious. And 
Nikes were produced on the day that 
Mr. Keller specified. Now they are being 
deploved for use and training. 

Results. Mr. Keller is back in his 
mahogany-paneled office on the top 
floor of the Chrysler Building just out- 
side Detroit. He is chairman of the board 
now, a job given him when he under- 
took the guided-missile assignment, so 
that he would have more time to de- 
vote to it. 

Before leaving Washington, however, 
he wrote a long, top-secret report out- 
lining several dozen missile projects. 
Some are in production, some under de- 
velopment; some are being researched 
and look promising. They are eerie things 
—projectiles that can knock down planes, 
destroy enemy cities from distant land 
bases or from ships, sink naval vessels or 
even knock down other missiles. 

In theory, most of these projectiles are 
nearly foolproof. But still, Mr. Keller 
makes a realistic reservation. It concerns 
the human element. He says a lot de- 
pends on the training of the men who 
operate them. It will take time. 

Mr. Keller, with a vast respect for 
American resourcefulness, plays down 
his own role as a man who geared the 
factories and people together to put 
guided missiles on the assembly line. 

His tribute is to the genius of America 
and he deprecates his own part. But Mr. 
Keller, perhaps soon to retire, can look 
back as few can upon a real contribu- 
tion to a troubled nation in troubled 
times, its cities increasingly safe from 
atomic attack, its offensive power con- 
stantly growing. In the Pentagon’s inner 
councils, there is no deprecation of the 
publicity-shy Mr. Keller. 
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1. CONSULT HOLMES & 
NARVER FOR: 


(@) PLANT SITE ANALYSIS 
FUNCTIONAL PLANNING 


©) DETAIL DESIGN IN ALL 
FIELDS OF ENGINEERING 
CONTRIBUTING TO INDUSTRIAL 
FACILITIES CONSTRUCTION 


(D) CONSTRUCTION BY THE 
DESIGNING ENGINEERS. 


(#_@" JoFIN FL 


HOLMES & NARVER, INC. 


ENGINEERS — CONSTRUCTORS 
828 SOUTH FIGUEROA STREET - LOS ANGELES 17, CALIFORNIA 
WASHINGTON, D.C,. SACRAMENTO, CALIFORNIA 


* For more than 20 years Holmes & Narver, Inc., has contributed to the 
industrial expansion of the West, as well as rendered major 
engineering and construction services to the Atomic Energy Commission 
and the Department of Defense. Scope of the consultation and complete 
Engineer —Constructor services of Holmes & Narver, Inc., has been 
summarized in a recently published 20th anniversary edition of 
THE HOLMES & NARVER QUALIFICATION RECORD. 








(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Special 


Report 





OCEAN PORTS COMING 


FOR THE MIDWEST 


A 40-year fight to give the 
Midwest a seagoing link with the 
Atlantic seems about to end. 

St. Lawrence Seaway appar- 
ently is to be built after all—if 
not by U.S. and Canada jointly, 
then by Canada alone. 

Project promises a vast new 
source of power, plus a 27-foot 
channel 1,600 miles long to the 
seaboard. Here’s a report on 
what all that will mean. 


In one way or another, it now ap- 
pears, a seaway is going to be com- 
pleted from the Atlantic Ocean to the 
Great Lakes. When that happens a 
big section of the Middle West will, 
in effect, be brought to the seaboard. 

Just as soon as the United States makes 
up its mind, Canada is set to go ahead 
with the final work on the St. Lawrence 
Seaway. If the U.S. decision is against 
co-operating, Canada intends to do the 
job herself. If the decision by the U. S. 
Congress is to co-operate, there will be 
a joint project. Whether the job is done 
jointly or by Canada alone, the plan is 
to make tolls pay for it. 

In either case, development of hydro- 
electric power is to be carried out jointly 
by the Province of Ontario and the State 
of New York. Official confidence is being 
expressed that a U.S. court test of the 
legality of this joint project will be 
resolved in its tavor 

Once work on the Seaway begins— 
as is expected by late 1954—completion 
is looked tor by 1960 or a little later. 

At that time, ships with a draft of 
about 25% feet will be able to make 
the voyage from the Atlantic Ocean to 
Lake Ontario and Lake Erie, and vice 
versa. Bv limiting their cargo so as to 
draw a little less water, they will be able 
to pass on into Lake Huron, Lake Mich- 
igan and Lake Superior. 

The channel that is about to be built 
will not accommodate big ocean liners. 
It will have somewhat less than the depth 
needed to carry some of the larger 
ocean freighters when fully loaded. Still, 
the lowest official estimate is that the 
Seaway in its early years will carry an 
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annual volume of 44.5 million tons of 
cargo. That is about 40 per cent more 
pay cargo than passes through the Pan- 
ama Canal. 

Electric power, though, is even more 
of a tactor than navigation in forcing 
early completion of the Seaway. 

Power needs of Canada are growing 
with industrialization. The Province of 
Ontario, with hundreds of Canada’s new 
industries, is short of power. In the Inter- 
national Rapids section of the St. Law- 
rence River, a 46-mile stretch running 
downstream trom Ogdensburg, N. Y., 
2.2 million horsepower of energy is going 
unused. That is the largest potential 
source of hydroelectric power close to 
markets that is left in North America. 

For a relatively small expenditure, this 
power is to be developed. Canada is 
under compulsion to go ahead and has 
designated the Hydroelectric Commis- 
sion of Ontario to handle her half ot 
the development. The Federal Power 
Commission recently licensed the Power 
Authority of the State ot New York to 
build the U.S. half. In dismissing a suit 
brought by private power interests and 
others, a U.S. circuit court of appeals 
has upheld the legality ot the license. 
Now an appeal to. the U.S. Supreme 
Court is expected. A similar decision by 
that Court, as officials see it, would open 
the way to immediate construction of 
the power project. 

The power facilities, like those tor 
navigation, are to be completed in 1960 
or shortly afterward, and a ready market 
is in sight for the 12.6 billion kilowatt- 
hours of energy that they are to produce 
each year. Ontario already needs her 
half of this power. New York toresees a 
demand not only in tha. State but also 
in New England, New Jersey and Penn- 
sylvania. 

The map on page 55 pinpoints the 
locations where the power installations 
are to be built and shows the 114-mile 
stretch of river where most of the naviga- 
tion work is to be done. Actually, the 
navigation plans hinge on construction 
ot the power project; the two power dams 
are necessary to navigation. Total first 
costs, now estimated at 765 million dol- 
lars, may run somewhat higher than that. 

Bottleneck. The 114-mile stretch of 
river upstream from Montreal is a bottle 
neck now. Above it, a channel depth ot 
at least 21 feet is available through all 


the Great Lakes. Below it, ships trom 
the Atlantic Ocean can ascend a 35-toot 


-channel to Montreal. But, in this bottle- 
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neck, the canals and locks that now 
enable boats to by-pass shoals and 
rapids are narrow and are only 14 feet 
deep. Larger ships cannot pass through 
at all, and medium-sized ones can go 
through only if loaded lightly. 

Experts figure that nearly five times 
as much cargo as at present will go 
through this stretch after the bottleneck 
is broken. About a fourth of the traffic 
then will consist of ships plying between 
Great Lakes terminals and overseas ports 
The other three fourths will be treighters 
carrying local products from one part 
of the Great Lakes-St. Lawrence area 
to another. Most of the tonnage will be 
commodities requiring seasonal move- 
ment, such as grain, or heavy cargo such 
as iron ore. 

Nearly half of the cargo to move 
through the new Seaway will be iron ore 
from new mines in Labrador, en route to 
Midwestern iron and steel plants, as the 
experts see it. fhe iron and steel indus- 
try of the Middle West now relies main- 
ly on high-grade ores from the Mesabi 
Range, near the head of Lake Superior. 
Lake freighters, operating at low cost, 
move this ore trom Duluth, Minn., and 
Superior, Wis.. to such centers as Gary. 
Ind., and terminals near Youngstown. 
Ohio, and Pittsburgh, Pa. But the riche: 
ores of the Mesabi are beginning to run 
low. Although big, low-grade deposits 
exist there, it is rather expensive to proc- 
ess them. 

Beds of high-grade ore tound recently 
in the Lake Superior region of Canada 
will help to make up tor the depletion 
of Mesabi’s rich deposits. Steel men 
believe, however, that in future years 
they will have to rely more and more on 
the mines now being opened in Labra- 
dor. As they see it, it: order to be eco 
nomical these ores must move most of 
the distance trom Labrador to the steel 
centers by water rather than by rail 
They expect 20 million tons of Labra- 
dor ore to pass up the St. Lawrence 
Seaway in the first years atter it is com- 
pleted. If needed, ore from South Ameri- 
ca also can be brought in by this route 

Other upbound tonnage will consist 
of coal, petroleum and its products 
paper, lumber, wood pulp and misce! 

(Continued on page 56) 
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Special Report 








A Look at the St. Lawrence Seaway 





-\ 


improvements here will bring ‘\ 


NY-N7-1a i (ole <M CoM oll ataiel|(-ve 


Existing canals and channels to 
eT We (-1-) oJ-1al-Yo Mi (oY AM (1-1) 





IS AWA eco lave|mmelale Ma alolalal-) Ito of: 
dredged where necessary 


Estimated cost: 265 million 
dollars 


COMPLETED SEAWAY WILL: 


Atlantic Ocean to Midwest » 





Weis 


ie) Ma \ale7 vile). F FOR POWER: 


Two dams to be built near 
Ogdensburg and Massena, N.Y. 


Loyd) am aleltlx-M oll of-Maelatsiatiai-ye| 
altel am auletsaclale, 


Equipment generating 2.2 mil- 
lion horsepower to be installed 


Estimated cost: 500 million 
dollars . 


Provide 27-foot channel from Atlantic to head of Lake Erie, 1,600 miles 


Permit shipment of Labrador and Venezuelan iron ore to Midwest plants 


by water 


Make possible the movement of Midwest products to ocean by water 


Generate more power than Hoover Dam, nearly as much as Grand Coulee 
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PARTNERS 
IN PROGRESS 


“It is gratifying to realize that our 
expansion program is made possible 
by the acceptance of our products. 
Only by building new facilities for 
research and manufacturing can we 
maintain our standard of high quality 
production and keep pace with new 
developments and new methods.” 


Special Report 








Mr. Homer C. Fritsch, Executive Vice President, Parke, Davis and Company. 


The demand for Ferguson engineer- 
ing and building services has grown 
also, and.we are happy to share our 
experience with industrialists who 
build today for a better tomorrow. 


Our experience in engineering and 
building pharmaceutical plants—the 
ability to translate laboratory and 
pilot plant results into full-scale 
production facilities—was a major 
factor in the success of the Parke, 
Davis and Company project. 


Because of our specialized knowl- 
edge, we offer an outstanding serv- 
ice in the design and construction 


of many rapidly advancing industries. 





The Parke-Davis Chloromycetin 
fermentation plant, designed 
and built by Ferguson. Right— 
general view of some of the 
5000-gallon fermenters, as spec- 
ified and designed by Ferguson 
in cooperation with Parke- 
Davis Engineers. 
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EXECUTIVE OFFICES: Ferguson Bidg., Cleveland e NEW YORK OFFICE: 19 Rector St. e HOUSTON 
OFFICE: 2620 S. Main St. e CHICAGO OFFICE: 1 N. LaSalle Bldg. e LOS ANGELES OFFICE: 411 
West 5th St. e CINCINNATI OFFICE: 826 Enquirer Bldg. e SAN FRANCISCO OFFICE: 74 New 


Montgomery St. e ATLANTA OFFICE: 86 Forsyth St. 
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... Grain farmers look 
to Seaway for savings 


laneous cargo, including some from 
overseas sources. Even with the bottle- 
neck, there is overseas traffic. Small 
freighters from abroad lighten their loads 
at Montreal and proceed up to Great 
Lakes ports. There they discharge their 
cargoes and load lightly with export 
goods. With the bottleneck removed, 
overseas traffic is expected to grow. 

Downbound, the major part of the 
tonnage is to consist of U.S. and Ca- 
nadian grain and flour destined for use 
downstream or for export. Rate experts 
figure that the Seaway will make big 
savings in the cost of transporting grain 
from the Middle West to seaports for 
consumption or export. 

North Dakota wheat is cited as one 
example. The rate men say that by using 
the Seaway it will be possible to ship 
wheat from Mandan, N. Dak., to Mon- 
treal for 16.31 cents a bushel less than 
the present all-rail rate from Mandan 
to New York City. Even compared with 
a combination of railway and existing 
water routes, according to these experts, 
the Seaway will save 12.36 cents a 
bushel. 

Major farm organizations, expecting 
their members to make these big savings, 
are backing the Seaway. So are steel 
interests, manufacturing companies and 
Middle Western cities that expect to 
gain. The executive branch of the U.S. 
Government is supporting it on the 
ground that it is necessary to national 
defense. That branch believes the U.S. 
should share in the project so as to have 
a voice in controlling the movement of 
strategic materials. 

Strong opposition is coming from U. S. 
railways; they expect to lose business to 
the waterway. The railway labor brother- 
hoods, except the Engineers, are against 
it. Pennsylvania anthracite producers op- 
pose the Seaway on the ground that it 
will open Ontario and the Midwest to 
cheap anthracite from Europe. The 
United Mine Workers object to it. There 
is determined opposition from ports on 
the Atlantic and Gulf coasts. All fear 
that they will be hurt by the opening of 
this water route from the Atlantic Ocean 
to the heart of the continent. 

Early construction of the Seaway now 
appears a probability, after a 40-year 
fight, in spite of all this opposition. If 
the U.S. wants to come in on the deal, 
it will be a joint arrangement. If oppo- 
nents keep the U.S. from coming in, 
Canada is ready to go it alone. Unless 
a court decision upsets the power proj- 
ect, the outlook is that the St. Lawrence 
Seaway will become a reality in the 
next six to seven years. 
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News YOU Can Use 





s | = IN YOUR PERSONAL PLANNING 





Appl. for Trade-Mark Reg. Pend. 


Around this time of year, p 
tions. One that stirs up a lot 





24th and N Streets, N.W. 


Washington, D. C. 


eople start thinking about income tax deduc- 
of questions is medical expense. AS pointers 


for you, this from the federal tax collector: 


MEDICAL DEDUCTIONS. Most folks realize that doctors' and dentists' bills 





may be counted if deductions are 


itemized on income tax returns. But, says the 


Internal Revenue Service, frequently people trip up over the 5 per cent rule, 
overlook legitimate deductions, or claim items they aren't entitled to. 
If both you and your wife are under 65, you can deduct only the amount of 


your medical expenses that exceeds 5 per cent of your income. 


If either of you 


is 65, you can deduct all your medical expenses. Note, however: Medical deduc- 


tions for all taxpayers are subject to maximum limits, 


Single person to $5,000 for a married couple with two or more dependents. 


WHAT YOU CAN COUNT. . Anything you spend on diagnosis, treatment or 
prevention of illness ordinarily may be counted. Items often overlooked’: 





Blood tests or X rays, 


made by either a technician or a doctor. 


Medicines and drugs whether bought on prescription or not. 

Eyeglasses, dental supplies (but not tooth paste), and nurses!’ fees. 

Premiums on most accident and health-insurance policies, as well as 
those providing hospitalization and surgical benefits. 


ranging from $1,250 for a 


Medical expenses for someone whom, because he earned more than $600, you 
can't claim as a dependent but for whom you furnished half the support. 

Costs involved in going to a sanitarium or health resort if the stay 
was ordered by a doctor. Also, a parent's travel expenses when required to 


accompany a child on a trip 





to obtain medical care. 


THINGS TO WATCH FOR. You must furnish, with your return, the name and 


address of each person to whom medical bills were paid. 


from your expenses any payments from your health-insurance policies. 
Among things you cannot include in figuring deductions: Vitamins, unless 


taken on a doctor's prescription. 


Funeral expenses. Medical expenses of a 


relative for whom you did not furnish half the support. 


EXEMPTIONS FOR DEPENDENTS. 
dependent receives income from re 





Note this if Someone you plan to claim as a 
ntal property: The U.S. Tax Court rules that, 


in determining whether the person's income is within the $600 limit set for 
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Also, you must subtract 
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NEWS YOU CAN USE-- (Continued) 


qualifying as a dependent, you cannot subtract taxes, depreciation and main- 
tenance from the rents received. The law's limitation applies to gross income, 
the Court points out. Such items as taxes, depreciation and maintenance, it 
adds, are deductions from gross income used in arriving at net income. 


PAYING BY CHECK. Problem: Can a bank, by a qualifying clause in a 
Stop order, avoid liability for accidentally paying a check on which you 
had asked that payment be stopped? The situation isn't clear-cut every- 
where, but the Pennsylvania Supreme Court provides the latest ruling. Case 
involved a depositor who signed a stop order having a clause that released 
the bank from claim should the check be paid through "inadvertence, acci- 
dent or oversight." The Court held that a bank was, in effect, a public 
institution that cannot limit its liability for its own negligence. 





SWAPPING HOUSES. The idea of trading in old houses on new ones--catching 
on a bit here and there around the country--gets a boost from a National 
Asseciation of Home Builders convention. A spokesman for the industry suggests 
three ways a swap might be worked out with a builder: 

Plain trade--builder takes your home as part payment on a new one, then 
reconditions your old house and sells it. 

Purchase option--builder holds the new house for you for a certain length 
of time while you put your old house on the market. 

Price guarantee--builder sets a minimum price guarantee on your house, 
gives you credit for that amount on the new one, then sells your old one for 
you. Expectation is that the sale will bring more than the guarantee. 





OLD-AGE PENSIONS. Here is a situation frequently asked about: A self- 
employed person--for example, an elderly woman who works as a baby-sitter--wants 
to qualify for a Government old-age pension. She earns $100 each quarter for 
the first three quarters of a year and $86 for the last. Does she get Social 
Security credit for any of her earnings? No; as a self-employed person, she 
must net at least $400 a year to qualify. Even if that amount were earned in a 
Single quarter, she would get credit for four quarters of coverage. But she 
gets no credit at all if her year's total is less than $400. 





PORK FACTS. Tips on when to expect pork prices to be seasonally low- 
est and how much cooking various cuts require are found in a new Department 
of Agriculture booklet. It's "Pork...Facts for Consumer Education." From 
U.S. Government Printing Office, Washington 25, D.C. Price, 15 cents. 





DRAFT DEFERMENTS. Question is raised about the draft status of a man who, 
after a series of deferments on occupational grounds, reaches age 26. Is he 
Still draftable? Yes; the law extends to age 35 the draft liability of persons 
getting this and most other deferments. Note, though, that each year after 26, 
the likelihood of a man's passing the military physical requirement dwindles. 





BOWLEGGED YOUNGSTERS. Don't be worried about bow legs in your preschool 
youngster, three Michigan specialists report in the "Journal" of the American 
Medical Association. Almost all tots, the doctors say, have some degree of 
bowing; usually they outgrow it by the age of 4 or 5. 
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he GUN that salutes the greatest age 


Write for free 48-page booklet, 
“THE STORY OF TELEVISION”. 


Allen B. Du Mont Laboratories, 


Home Office, 750 Bloomfield Ave., 
Clifton, N. J. 





RESEARCH CATHODE- RAY NETWORK RECEIVER 

DIVISION TUBE DIVISION DIVISION 2 DIVISION 
Latest telec rene Television and Over 205 stations Finest quality 

advances incase aa: offering greatest television 
photomaltiplier dollar values. receivers. 


THE ELECTRON GUN, developed by 
Du Mont, pioneers the telectronic age. 


of progress... 


IKE “the shot ‘heard ’round the world”, the 
firing of the first successful electron gun in 
the first commercially practical cathode-ray tube, 
at the Du Mont Laboratories, will echo to the 
end of time. 

For that gun of science, devised by Dr. Allen B. 
Du Mont, gave vision to a new age. Its beam of 
electrons could portray a picture of almost any 
thing or action, visible or invisible, great or 
infinitely small. And the new tube could reproduce 


that picture at almost any distance! 





Inc., 


Here was a new tool of limitless profit for busi- 
ness, industry, science and national defense. It 
could be used, as in the Du Mont cathode-ray 
oscillograph, for instantaneous measurements, 
accurate to hundred-millionths of a second, for pre- 
cision production or scientific research. 

It could also be used for such “impossible” 
tasks as remote control of the atomic pile.. 
achieved by 3-dimensional television, pionee red 
by Du Mont in 1950! 

And of course modern popular television, ac- 
complished through this Du Mont 
electron gun, has already changed 
the habits of millions. It is still a 
young industry! Du Mont pro- 
duced the first all-electronic home 
television in 1938... the first self- 
focusing tube in1951! And DuMont 
vision is continuously “first with 
the finest” in television advances. 

Now what of your future... 

and of Du Mont’s... 
in this “‘telectronic age”? 
The future of telectronics is open- 
ing quickly, with Du Mont de- 
velopments leading the way. 

Imagine completely automatic 
factories, operated by remote telec- 
tronic controls! Picture telectronic 
operation of complex railway and 
communications systems! Think 
of better medical research and 
diagnosis, through telectronic 
measurement! All are made pos- 
sible by new instruments. 

And in national defense too... 
from airborne radar, sonar and 
loran to guided missiles...see the 
astonishing future of telectronics 
as the future of our security. 

Now Du Mont, the most respect- 
ed name in television, is winning 
increasing stature in all fields of 
telectronics... television receivers 
and broadcasting equipment, tel- 
ectronic instruments and _ tubes, 
television network, government 
service. That is why the Du Mont 
plant capacity has increased from 
299,149 square feet in 1946 to 1,055,- 
456 square feet in 1953! 
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First with the Finest in Telectronics 





TRANSMITTER 
DIVISION 


Television pickup 


INSTRUMENT 
DIVISION 


Cathode-ray 








and transmitting oscillographs, 





electronic 
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Eisenhower Talks About= 


COFFEE... FIRINGS ... FARM PLEDGES... 
HIS LIBERALISM, CONSERVATISM 


Following is a transcript of the President’s press confer- 
ence of Jan. 27, 1954 (the President's replies to questions 
are paraphrased, as required by the usual White House rules, 
except where direct quotation was specifically authorized 
by the White House): 


The President opened the press conference with a _state- 
ment of welcome to President Celal Bayar of Turkey and 
his wife, expected as visitors that evening. He then made 
the following statement, which is quoted directly by per- 
mission: 

“The other item that certainly interests me and, I hope, 
you is coffee. 

“And I want to be very careful what I say. I am going to 
read one or two sentences—they are not particularly for 
quotation but I don’t want to misquote the Federal Trade 
Commission—and I understand they are going to have a 
press conference themselves, so I am not trying to steal 
their story. 

“I just want to tell you up to date what I know about it. 

“On January 13 they started a preliminary investigation to 
see what was the trouble about coffee prices in this country, 
and they discovered enough that they thought a full-scale in- 
vestigation was indicated, and is going to take place. 

“Now, the Chairman said that the Commission will give 
particular attention to the charge that domestic trading in 
coffee futures on the Coffee and Sugar Exchange is restricted 
to certain types of coffee, and that all domestic coffee prices 
are tied in in some ways to the Exchange price. 

“What it all means and it comes down to is that they are 
going to try to determine, first, whether the law has been 
violated and, secondly, to publish all the facts in an economic 
report. 

“Of course, the Commission will maintain liaison with the 
Department of Justice.” 

Mr. Eisenhower observed that no one seems to know just 
exactly what is going on. Of course, we do know that there is 
a shortage. Back in the ‘30s there was a great surplus; there 
was a reduction in planting and, he thought, even a cutback 
in the acreage devoted to coffee. Now demand has caught up 
and there have been a few frosts. It’s been bad for all of us. 
But the Trade Commission is making a full investigation of 
the matter. 


A LIMIT TO TRADE AIDS 


The President turned next to the Randall Commission re- 
port on expanding of world trade, copies of which, he 
said, had been sent to each executive agency of the Gov- 
ernment. 

The idea for that Commission, he explained, grew out of 
the general policy of developing a stronger America. The re- 
port must be examined by all interested agencies to make 
certain that, in trying to achieve results, we don’t damage or 
harm seriously any great group in America. The President 
said he would never be a party to that, because the aim is 
to develop the economy of this country and make it stronger, 
not to make it weaker. 
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All the members of the Commission had been dedicated to 
the work, Mr. Eisenhower said, and he thought everyone 
owed them a debt of thanks. He felt that Mr. Randall himself 
had worked so hard on it that he still has a field of usefulness 
as the Administration analyzes and presents these conclusions 
in the form of specific recommendations. The President has 
retained Mr. Randall as a special consultant to the White 
House, and he has agreed to help out in that way for the 
time being. 

The President then announced he was ready for questions. 


RIGHTS FOR THE ACCUSED 


Q (Merriman Smith, United Press): Mr. President, in your 
recent speech to the Anti-Defamation League of B’nai B'rith, 
you spoke quite highly of part of the American code of 
behavior being that the accused had the right to face hi 
accuser. 

A California Congressman, a Democrat named [Robert L. 
Condon, yesterday before the House Un-American Activities 
Committee, asked for the right to face his accusers. He had 
been mentioned in an AEC [Atomic Energy Commission] 
report as being a Communist, and he denied that. 

I wonder if you think your code, as you spelled it out for 
the Anti-Defamation League, would apply in his case? 

The President said he was being asked to take one off-the- 
record expression of conviction, translate it quickly into a 
specific case, and make an application of it in another quick 
conclusion. 

He certainly believed earnestly in the general statement 
he had made before, Mr. Eisenhower said. But he really had 
no connection with this case. As he understood, it was han- 
dled by the Atomic Energy Commission. 

Just what could be done in these cases the President didn’t 
know, but he did think that Mr. Condon should be given every 
right to clear himself. This was the first time the President had 
heard that a Congressman was accused of being a security 
risk, and he didn’t know any of the circumstances. But he cer- 
tainly believes that, if we are going to have decency and 
justice for the individual in this country, that individual 
should be given full opportunity in some way to establish the 
falsity of the charges. 

Mr. Eisenhower said he didn’t know just how that works 
out in a specific case. Perhaps there would be a report made 
on it to him. 


FUTURE OF RANDALL REPORT 


Q (Raymond Brandt, St. Louis Post-Dispatch): Mr. Presi- 
dent, on this Randall Commission report, after the agen- 
cies have reported, will you send a special message to 
Congress? 

The President replied that he hadn’t decided definitely, but 
he thought he would. That had been his original intention. 

Q (Mr. Brandt): And it will follow the general line of the 
majority report, if you can find out the majority. 

It is being analyzed now, the President said. There is a 
majority opinion running through it. The recommendations 
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he makes will be based upon the report and upon the analyses 
made by the several departments of Government. 


FALSE CHARGES? THERE’S A LAW 


Q (Ray Scherer, National Broadcasting Company): I have 
a question allied to Mr. Smith’s, and I would like to ask you 
to comment, if you will, sir, on a development in Norwalk, 
Conn. It appears this morning on the front page of a paper 
that is generally deemed to be reliable, and it goes like this: 

“The names and addresses of residents of this city 
whose record of activities are deemed to be communistic 
by the local post for the Veterans of Foreign Wars are 
being forwarded by it to the Federal Bureau of Investi- 
gation.” 

The President asked what the question was. 

Q (Mr. Scherer): Whether you think this fits in with your— 
the expressions in your B’nai B'rith speech: 

“It was learned today that a special committee formed 

from men from all walks of life had been created to sift 

the suspects.” 

Do you think this might be a threat to civil liberties? 

Mr. Eisenhower said he didn’t believe you could stop any- 
body from putting something down and sending forward 
names. But, he pointed out, there are libel and slander laws 
in this country, and, if a man or a group of people make false 
charges against someone, they can be held responsible for 
their statements. Just what this case was, he didn’t know; he 
had not heard of it. He was not at all sure what opinion he 
would have on it. 

Q (Mrs. Sarah McClendon, El Paso Times): Mr. President, 
in line with this same thing, we learned at Mr. Brownell’s 
[Herbert Brownell, Jr., Attorney General] press conference 
this week, and I believe Mr. Donald Dawson [former White 
House administrative assistant] stated this in the paper this 


‘ morning, that, if you are employed by the Federal Govern- 


ment, and you suddenly leave or quit, your friends may think 
you have been fired for security reasons, you have no means 
of proving to them—I know a man who quit the State De- 
partment the other day, and he said, “Please don’t put it in 
the paper; I am just quitting, but somebody will think I have 
been fired for security reasons.” 

Is there some way we can devolve a system for tagging 
these people, like the Army does, with honorable discharges 
and dishonorable discharges? 

The President said this whole thing was a very confused 
business, and, since there have been so many millions of peo- 
ple employed by the Government, some unusual and cloudy 
cases arise. 

As he had said before, the President added, this Adminis- 
tration believes that it should not charge anyone with dis- 
loyalty or subversive activity unless that is proved in a court of 
law, and he doesn’t believe that it should. They were trying to 
devise a scheme whereby the Government would not employ 
those persons whose records showed, or gave some evidence, 
that they were not good security risks. 

That was all that he had ever tried to say about this thing. 
Certainly no one he knows of has ever gone a bit further. 

As to differentiating between the person who gets a letter 
of commendation when he goes, and the others, the President 
said he thought that ought to be possible. That was a point 
that he had not thought about, but it was a possibility. Certain- 
ly, he would ask about it and see whether it could be done. 


GI‘S IN FOREIGN COURTS 


Q (Mrs. May Craig, Maine papers): Mr. President, last 
night in a speech at 2 »ro-Bricker-amendment dinner, it was 
charged that the “status of forces” legislation of the last 
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THE PRESIDENT HEADS FOR PRESS CONFERENCE 
. . . he remembered the prodigal son 


year, which subjected American soldiers to foreign courts 
in NATO countries does, in fact, deprive them of consti- 
tutional rights. When I was in France last September, Ameri- 
cans told me that our American soldiers were so being de- 
prived in their opinion. 

Has that been brought to your attention in relation to any 
cases of American soldiers? 

The President replied that, in this complicated business of 
trying to make America stronger in the world, one does run 
into a variety of situations involving individuals. 

He didn’t know what people were arguing, Mr. Eisenhower 
continued. The “status of forces” agreement was one for which 
he had worked very seriously when he was in Europe, for this 
reason: Fundamentally, any foreigner in the United States 
can be tried by a United States court if he commits a crime of 
any kind, and units of other nations do come here occasionally. 
The same thing happens in a foreign country. 

These people, the President pointed out, are our partners. 
In no case where we make agreements with other nations are 
we trying to establish or act like they are satellites. That is a 
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philosophy that seems to him repugnant to the whole concept 
of freedom and liberty. 

It has been two years. the President said, since he studied 
the provisions of the “status of forces” agreement, but as he 
recalled them, the United States tries its own soldiers for 
any crimes that are committed between individuals of Ameri- 
can outfits, and for any crimes committed by a man who is 
on official duty. 

The only time when a man is exposed to any action by a 
foreign court is when he is on leave, and then he has exactly 
the same status as a reporter would have in a foreign country, 
the President explained. 

The President asked whether a journalist who committed an 
offense in France would expect to come back to the United 
States to be tried. Mr. Eisenhower thought the reporter would 
be tried on the spot. He would accept that risk when he went 
over there. 

The difference is that a soldier is under orders, the Presi- 
dent continued. But when he goes off of his post and goes on 
leave, on his own personal status, he does become responsible 
to their courts. Even in that case, there are certain safeguards 
as to the way he is represented, and the information given to 
our embassies. 

The same thing applies to foreigners in this country, the 
President explained. All these treaties are reciprocal, and that 
should be remembered. They are arranged so as to do justice 
to the very greatest possible extent to the individual, and to 
meet national needs. 


VIEWS ON FARM AID: UNCHANGED 


Q (Charles von Fremd, CBS-TV): Mr. President, yesterday 
Senator [Milton R.] Young said that during the campaign you 
always promised the farmers nothing less than 90 per cent of 
parity, and he challenged your flexible price supports at 75 to 
90 per cent of parity. 

I would like to ask you, do your recent agricultural recom- 
mendations represent a change in your thinking on this matter, 
and, if so, why? 

The President asked if Mr. Von Fremd had gone to the 
trouble to read his speeches during the campaign. 

Q (Mr. Von Fremd): Yes, sir; I did. 

The President asked if he had found anything that said Mr. 
Eisenhower ever promised permanent rigid price supports at 
90 per cent. 

Q (Mr. Von Fremd): Mr. President, I am just referring to 
the remarks of Senator Young yesterday. , 

Mr. Eisenhower said he didn’t answer individuals; he an- 
swered only questions directed to principles and ideas. He 
would not engage in arguments with individuals. 

Q (Mr. Von Fremd): My question then, sir, is your present 
plan, which you submitted on agriculture, does that represent 
in any way a change in your thinking? : 

None at all, Mr. Eisenhower replied. What he had promised 
was this: He had said there was on the books a law, an amend- 
ment to the acts of 48 and *49, which carries rigid price sup- 
ports through December of 1954, and that law would: be 
rigidly enforced, and there would be no attempt to tamper 
with it. 

In every talk he ever made about agriculture, the President 
continued, he had promised he would call together the most 
broadly based groups of actual farmers and farm students and 
agricultural intellectuals, and ask them to devise a program to 
meet best the needs of the country. That was exactly what he 
had said. That was exactly what the Administration had done, 
and they have come up with a program in which the President 
believes. He believes it to be as nearly adapted to the needs of 
this country as any program that could possibly be devised at 
this moment. 
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BACKING FOR MR. DULLES 


Q (Marvin L. Arrowsmith, Associated Press): Mr. President, 
would you comment on [Soviet Foreign Minister V. M.] Molo- 
tov’s demands for a Big Five conference including Red China 
and world problems? 

The President said he thought his attitude about these 
things was known; but in any event we do have a conference 
now going on in Berlin to which our representative has gone. 

Mr. Eisenhower expressed the utmost confidence in Secre- 
tary [of State John Foster] Dulles and his wisdom, and said 
there would be no change in policy. Mr. Dulles would stick 
to, and so far as he was able in that conference, carry out the 
beliefs and policies of this Government. 

The President said it was not in order for him to speak in 
detail of his opinions at the moment. Mr. Dulles was now on 
the front line and was carrying out the job, and Mr. Eisen- 
hower was backing him up. 


FAIR TRIAL FOR DICKENSON 


Q (Robert Spivack, New York Post): The Peiping Radio, 
I understand, has been having a propaganda field day with the 
case of Corpl. [Edward S.] Dickenson, and while I am sure 
that he will be given a fair trial, I wonder if you feel that there 
is any better way of handling the cases of these men who 
admit their mistake, and had the courage to break with the 
Communists, 

Mr. Eisenhower said he had been so disturbed when he 
saw it in the paper that he had called [Defense] Secretary 
[Charles E.] Wilson, and they discussed it. 

This investigation had not been started merely because 
the man, for a moment, said he would be a Communist and 
stay over there, said the President. 

Mr. Eisenhower thought there must be something else to it, 


although he was not very well informed, personally, on it.’ 


The Army said Corporal Dickenson would be put before a 
court-martial. Any court-martial in the Army—and here the 
President said he could speak from.a little bit more experience 
—is preceded by a very long investigative process. 

When charges are preferred against a man, Mr. Eisen- 
hower explained, those charges are handed to an impart- 
tial and objective group, and a long investigation goes 
through to determine whether there are real grounds for 
trying him. 

That investigation will tate pi: iust as a matter of law, 
the President said. And Secretary Wilson himself ts keeping in 
close touch with it to see that no iajustice is done. 

Certainly, the President said, he knew of no Army man or 
anyone else who would punish a man for a simple mistake 
committed under the most trying circumstances, and who 
later repented. After all, he added, we can read the tale of 
the prodigal son profitably. 

Q (Daniel Schorr, CBS-Radio): Mr. President, aside from 
the Dickenson case, as such, <.o you have any thoughts on the 
whole vexing problem confronting this country in the form of 
those who signed germ-warfare confessions, and those 21 who 
remained behind? 

Mr. Eisenhower said he didn’t know what could be done 
with the 21 who remained behind, except to take the action 
the services did. Secretary Wilson had decided to separate 
them from the services under dishonorable conditions. 

As for those who came back, he said there should be a real 
investigation before a decision is made on what to do with 
them. 

Sitting in the comparative safety of Washington—where 
there are dangers of another kind, at least—we should not be 
too sure of what we would have done under these same cir- 
cumstances, the President remarked. 
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He would hope that the services would have some real 
sympathy in their hearts as they looked into it. His own ex- 
perience with the armed services was that usually you can find 
there the full average measure of decency and humanity when 
you are forced into the business of judging and passing judg- 
ment upon the weaknesses or failures of others. Mr. Eisen- 
hower thought that there would be no attempt on the part of 
anybody to be harsh in these cases. 


FIRED “RISKS”: HARD TO COUNT 


Q (Robert L. Riggs, Louisville Courier-Journal): Mr. Presi- 
dent, we took up with Mr. Brownell the matter of breaking 
down these 2,200 [Government employes separated under the 
security program]—that was on your advice, I believe. 

Mr. Brownell said we ought to go to the Civil Service Com- 
mission, and I see by the papers that Mr. [Philip] Young of 
the Civil Service Commission has notified a Congressman that 
it is up to the White House and the National Security Council. 
We are going around in circles, are we not, sir? 

The President explained that probably Mr. Young had said 
that because he is compelled, under an executive order, to 
make reports to the White House. Mr. Eisenhower hadn’t 
thought of that when he mentioned it before. 

The Attorney General drew up the security order, as op- 
posed to the loyalty boards, the President explained, and he 
had thought of Mr. Brownell as a man who was more intimate- 
ly aware of the circumstances than he was. 

Possibly there is a time limit to be considered, Mr. Eisen- 
hower said, but it may never be possible to give out a break- 
down into specific categories. 

The President said he would ask Chairman Young about it. 
As far as Mr. Eisenhower was concerned, he was trying to 
protect the service of the United States and do no one damage. 
That was the reason he had said, in answer to a question, that 
he believes there ought to be some way of showing when peo- 
ple are separated with complete honor, and for reasons of 
their own, and when they are not. 

But he would not say that a person deemed to be a poor 
security risk under statements made on the record reaching 
clear back into babyhood is a disloyal person. He wouldn’t do 
it because he doesn’t necessarily believe it. 

Q (Mr. Riggs): Sir, a moment ago you said you were not 
aware of anyone who used any such terms. Governor [Thomas 
E.] Dewey has used the words “spies and traitors” and then 
referred to 1,400 security risks. 

The President said that by “anyone,” he meant anyone 
who was within his Administration. 


ARMS CONTRACTS: LOW BIDS WIN 


Q (Edward Simms, Columbia, S. C., State): Mr. President, 
ever since you made the statement in Augusta about un- 
employment areas and defense contracts for unemployment 
areas, there has been, of course, intense interest in my section 
and other sections, and this morning there is a report out that 
you have assured or the Government has assured—not you 
personally—20 per cent of the defense contracts to un- 
employed areas. Is that something new? Would you comment 
on that at all, please? 

Mr. Eisenhower said he thought there was no fixed rule of 
that kind. If the Government is going to build a ship, how 
could it take 20 per cent of a ship and put it someplace else, 
he asked. Certain things just have to be done as units. 

As the President has explained before, the great mass of 
these procurement orders will go out in the normal routine 
manner—to the lowest responsible bidder, and that is that. 

The law allows the withholding of a certain percentage— 
and even that percentage can differ—to be put out for ne- 
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gotiated bids. But the bid must be as low as the lowest bid 
made in the normal line of activity. Twenty per cent is merely 
the maximum, the President explained. That was what he 
understood. 


“NEW DEAL"? LOOK AT BUDGET 


Q (Richard Wilson, Cowles Publications): Some people 
have characterized your legislative program as an extension 
of the New Deal. I think former President Truman is one 
that has done that. Would you care to comment or discuss 
that? 

The President said the best comment on that was to go 
and take a look at the budget he proposed, and what the 
Administration was doing, and the direction in which they 
were going. 

Q (Mr. Wilson): How would you draw a distinction be- 
tween the two? 

The difference is in the direction in which the Administra- 
tions go, Mr. Eisenhower said. One was going further and 
further into debt and at an increasing rate; and the other is 
trying to reduce the expenditures of Government and go the 
other way. 

There were a number of things that started in the late 1920s 
and early 1930s that were continued on throughout the New 
Deal, Mr. Eisenhower said. The RFC [Reconstruction Finance 
Corporation] is one. 

No one attempts to say that everything that was done by 
some political opponents or by a political school in which he 
did not believe is necessarily evil or bad for the country, he 
added. 

The President believes the job of this Administration, or 
any other that will come after it, is to take the situation as it 
exists, and what is good for the country. 

Meanings of words tend to get all confused—“liberal,” 
“progressive,” and all the rest of them—the President said. 
But he thought it would be safe to say this, for which direct 
quotation is permitted: “When it comes down to dealing with 
the relationships between the human .in this country and his 
Government, the people in this Administration believe in be- 
ing what I think we would normally call liberal, and when we 
deal with the economic affairs of this country, we believe in 
being conservative.” 

The President said he would admit that there can be no 
distinct line drawn between the economy and the individual, 
and that his capsule description of an attitude could be pulled 
to pieces if anyone wanted to do it. But, in general, that was 
what the Administration was trying to do. Under this new Ad- 
ministration, the Government’s activity would be in con- 
formity with the Constitution of this-country. And they would 
make certain that individuals realized that Government is a 
friend and is not their enemy in any way. 

That was, by all odds, an abbreviated answer to such a 
question, the President said, but he-believes that, all the way 
along, this Administration has demonstrated the difference 
between its philosophy and that of the New Deal. 


MORE BENEFITS, HIGHER TAX 


Q (Robert Clark, INS): Mr. President, your Social Security 
message would seem to have answered this, but I have been 
requested to ask you whether the Administration has 
abandoned its original proposal to cut back to 1% per cent 
Social Security tax. 

Last year he asked for its freezing, the President said. Now 
his recommendations extend Social Security to something like 
10 million more people, and increase the benefits. It seems 
necessary to allow the 2 per cent to go into effect. 

Q (Merriman Smith); Thank you, Mr. President. 
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Unions’ Millions: Invested 


In Buildings, Stocks, Bonds 


Coupon clipping, for some 
unions, is almost as profitable as 
collecting dues. Investments bring 
in millions every year. 

Unions turn out to be almost 
as conservative as bankers in in- 
vesting their money. Government 
bonds are first choice, but com- 
mon stocks in corporations are 
not overlooked. 

Other millions go into office 
buildings, insurance businesses 
and ownership of banks. 


A labor unicn announces that it is 
lending a million dollars to one em- 
ployer and has offered to lend 2 mil- 
lion more to another. Much is heard 
of union welfare funds that run to 
huge figures. The public, as a result, 
is asking questions: 

Just how prosperous are unions? 

Are there many unions with millions 
available for investment? What are 
the big unions doing with their 
surplus funds? Is it common practice 
for unions to invest in securities of 
big corporations? 

Answers are to be found in the latest 
financial statements of some of the 
bigger unions. 

What is shown is that assets of unions 
—local, national and _ international— 
are enormous. Estimates place these as- 
sets at 1 to 1.5 billion dollars. 

Union funds are invested in much the 
same way that funds of conservative 
business firms are invested. There is a 
heavy accent on Government securities. 
Lesser amounts are used to purchase 
stocks and bonds of corporations. Some 
unions carry on large business enterprises 
of their own. 

There are some unions that own and 
operate their own banks. Others are in 
the insurance business, or own housing 
developments. Office buildings that pay 
a good return in rentals are another pop- 
ular form of investment. Income from 
all these types of investment may net a 
single union a million or more dollars a 
year. 

Dues and _ initiation fees collected 
from almost 16 million union members 
are turning out to be a steady source of 
income. 











Unions 
As Capitalists 


Railroad Trainmen 


Net worth $54,419,333 


Government, 
industrial bonds 48,569,243 


AFL Teamsters 


Net worth 31,341,838 
Government 
securities 25,655,000 
Other bonds, 
notes 3,045,319 


AFL Electrical Workers 
Union’s net worth 25,983,389 


Corporation stocks 2,293,340 
Bonds 8,419,200 
Real estate notes 15,591,337 
Benefit association's 
net worth 28,199,539 
CIO United Auto Workers 
Net worth 17,451,658 
U. S. Government 
securities 10,212,439 
Dominion of 
Canada bonds 858,073 
General Motors 
Acceptance Corp. 
bonds 746,548 


CIO Steelworkers 


Net worth 13,838,794 
Investment 
securities 6,013,405 


AFL Ladies’ Garment 
Workers 


Union’s net worth 12,752,049 
Welfare-fund 
reserves 111,610,535 


United Mine Workers 
UMW cash and 


bonds 34,032,833 
Welfare-fund 
balance 98,000,000 
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The biggest unions are not always the 
most prosperous. Old, well-established 
unions, as a rule, are the ones with the 
best balance sheets. 

The United Mine Workers Union, for 
example, has access to a welfare fund of 
close to 100 million dollars, and has liq- 
uid assets of 30 or 40 additional mil- 
lions. Net worth of the Brotherhood of 
Railroad Trainmen is more than 54 mil- 
lion dollars. Another brotherhood—the 
Locomotive Engineers—is reported to 
have assets even larger than the Train- 
men’s, although it does not make public 
its financial statement. 

The assets of these rail unions, and of 
some others, include money set aside 
for insurance funds operated by the un- 
ions on behalf of their members. This 
money cannot be used for strikes or other 
union activities, but it enables the unions 
to make heavy investments in bonds, 
stocks, real estate, banks, businesses of 
various kinds. 

The table on page 64 gives a picture 
of the financial structure of some of the 
larger labor organizations, as shown in 
their latest public statements. Shown also 
is how some unions invest their money. 

The Railroad Trainmen, for example, 
operate a big insurance business for 
members and families. Most of the un- 
ion’s 54 million dollars is invested in 
Government and industrial bonds. Its 
portfolio includes — railroad-equipment 
trusts and railroad bonds. Members of 
the union operate trains for the com- 
panies whose bonds the union holds, but 
officials explain that purchases are made 
on the basis of return on investment, not 
for sentiment or any other reason. 

Union officers accept the advice of 
brokers in selecting their investments. 
They believe in conservative buying. In- 
terest from the bonds amounted to $1,- 
559,000 last year. The union’s insurance 
business, officials said, paid out more 
than a million dollars in benefits in a 
recent month. All types of life and acci- 
dent insurance are handled. 

The Teamsters Union rapidly is be- 
coming a big financial power among 
labor organizations. Dave Beck, in his 
first year as president, has boosted both 
membership and treasury. The union is 
one of the largest, with about 1.3 mil- 
lion members. Its net worth of about 
31.3 million dollars brings it high on 
the list of prosperous unions. This repre- 
sents a gain of about 5 million dollars in 
assets in a year. 

Mr. Beck has plans for improving the 
union’s financial position even more. He 
wants a higher return on investments 
than now comes from the Government 
securities that make up a large part of 
the portfolio. A union rule prevents him 
from buying stocks, but he hopes to get 
the rule changed at the next convention. 

Mr. Beck recently loaned a million 
dollars of union funds to the Fruehauf 

(Continued on page 66) 
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Both Southern Californias 


CAN DO YOU A LOT OF GOOD...RIGHT NOW! 


Southern California—THE MARKET 


As you know, only New York and Chicago now 
exceed the Los Angeles area in retail sales. And 
the area continues to grow—spectacularly. In 
recent years the average increase each year has 
equaled a city the size of Elizabeth, New Jersey, 
or Peoria, Illinois. 

This $6 billion market, with its rich sales poten- 
tial in almost all lines, certainly deserves your 
personal attention. And while you're here, why 
not take advantage of Southern California’s rich 
vacation potential, too?... 











Southern California—THE VACATIONLAND 


Bake out your worries in the luxurious winter 
warmth beside a sunny pool. Ride over the colored 
sands of our great peaceful deserts. Golf among 
palm trees. Motor through the lush subtropic val- 


2 pi ._leys and along the blue Pacific. Have fun exploring 
4 ae 
. } 


j 






~~ 


Hollywood. Enjoy the winter racing season (it’s on 
right now). Go home refreshed—with a brand-new 
store of health and energy!...Why not come now? 
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COLOR MAP, official sightseeing map of 


ee Oe a 
Los Angeles County and all Southern 


All-Year Club of Southern California, Div. J-2 
629 So. Hill St., Los Angeles 14, California 


Please send me free Color Sightseeing Map. 


California, 22%” x 25”, traces routes for 
tours, locates 645 sights visitors want to 
see most. It’s free. Just mail us the cou- 
pon at right. 
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Street 





advertisement sponsored by the Los Angeles City 
County Board of Supervisors for the citizens of 
Glendale, Hollywood, Inglewood, Long Beach, 
Los Angeles, Pasadena, Pomona, Santa Monica 


and 182 other communities. 
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ROMA 


SPECIALISTS IN INSTITUTIONAL, 
PROFESSIONAL AND COMMERCIAL 
FURNITURE AND EQUIPMENT 








Your only single source for over 150 metal furniture items. 
Write for specifications and literature. 


METAL FURNITURE SINCE °97 


Royal Metal Manufacturing Company 


173 North Michigan Avenue, Chicago 1, Illinois, Dept. 122 
Factories: Los Angeles + Michigan City, Ind. * Warren, Pa. * Walden, N. Y. * Galt, Ontario 
Showrooms: Chicago * Los Angeles * San Francisco * New York City » Authorized Dealers Everywhere 
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Union offered 2-million 
loan to trucking firms .. . 


Trailer Company, of Detroit, according 
to a union spokesman. The union says 
the loan was designed to assist Roy Frue- 
hauf in retaining control of the firm in a 
battle with other Detroit financial inter- 
ests. As collateral for the 4 per cent loan, 
Mr. Fruehauf put up stock of the com- 
pany, the union spokesman explained. 

Mr. Beck also offered New York truck- 
ing companies a loan of 2 million dol- 
lars for purchase of equipment. Mr. 
Beck wants the companies to buy loading 
devices for use on the docks in New 
York harbor. He proposes that the truck- 
ing lines take over the work formerly 
done by so-called public loaders, who 
have been outlawed. Mr. Beck wants the 


—United Press 
LEWIS AND THE UMW 
Liquid assets: 30 or 40 millions 


loading jobs for his members, while the 
independent Longshoremen’s Union 
claims its men should get them. Truck- 
ing firms did not accept the Beck offer 
immediately. 

To back up offers of this kind, Mr. 
Beck has union assets that include nearly 
25.7 million dollars in U.S. bonds, bills 
and notes. The Teamsters also hold 
$425,000 in Dominion of Canada bonds; 
$1,045,034 in U.S. veterans’ mortgages; 
$240,286 in first-trust notes, and $235,- 
000 in 4 per cent debentures of a finance 
company. Cash on hand totals more 
than 1.1 million dollars. Total assets 
are reported at $31,486,341. When li- 
abilities are offset against this figure, the 
net worth is shown to be $31,341,838. 

The AFL Electrical Workers Union 
also is a heavy investor in stocks and 
bonds, and owns real estate valued at 
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) ... Electrical Workers own 


J 
a big insurance business * 
Am ri | | 
s about 1.3 million dollars. The union is e€ ca a 
4 worth nearly 26 million dollars, an in- 


4 crease of about 4 million in a year. It C di | 

‘. holds $2,293,340 in corporate stocks, r e it hnsurahnce 
$8,419,200 in bonds, $15,591,337 in real 
estate notes and more than a million 
dollars in cash. Most of the reserve is in WW : ° 

) a pension benefit fund, partly financed keeps orking Capital 
7 by employers. 

. This union operates the Electrical 


Workers’ Benefit Association, doing a big working for you! 


insurance business. It has assets of more 


‘ than 28 million dollars. This includes 

" more than 8 million in U.S. Government 

ly bonds; $50,000 in industrial bonds; 

: nearly 1.9 million in  public-utilities : hei : ¢ 
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2. Provides endorsement for banking purposes. 

3. Backs judgement of Credit Executive. 

4. Gives positive loss prevention. 

5. Harmonizes Credit-Sales relations. 

6. Promotes efficiency in organization. 

7. Creates confidence—basis of all credit. 

8. Provides Service for handling collections. 

9, Minimizes risk and anxiety, promotes planning. 
10. Endorses customer’s promise to ne. 


1l. Gives Accounts Receivable real value. 
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12, Provides accurate cost basis of shipments. 

BECK AND THE TEAMSTERS 

Cash on hand: over a million 13. Helps avoid secondary credit costs. 
he trust and insurance companies, and 1.8 
ion million in industrial and other stocks. 
ck- The association also owns 13.2 million in Write for booklet. Address: First National Bank Building, Baltimore Zz Md. 
fer first-mortgage loans. 


AFL Ladies’ Garment Workers shows 


Mr. a net worth of almost 12.8 million dol- American Credit 











rly lars for the union, while its reserves for 
ills pensions and welfare funds add up to 
old 111.6 million. The union has investments e 
ds; in a radio station, an insurance firm, Indemnity Company 
eS; housing developments and Government 
35, bonds. 
nce The United Mine Workers, in addi- 
ore tion to large holdings of Government of New York 
sets bonds, has an interest in a bank in Wash- 
li- ington, D.C. Two representatives of the 
the union are members of the bank’s board 
. of directors, and official publications of 
ion the UMW urge local unions and mem- 
and bers to establish savings accounts in this 
1 at (Continued on page 68) 
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IRON 
PIPE 


WRITE DEPT. K FOR BOOKLET 
“THE ABC’S OF WROUGHT IRON” 


A. M. BYERS COMPANY 
Pittsburgh 22, Pa. 
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Like humans, 3 
your power 
equipment needs periodic 
check-ups. It is important that 
conditions which threaten 
safety be caught in their 

early stages... Inspecting and 
insuring boilers, turbines, 
engines and electrical 
machinery is our one 

business. 
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HARTFORD STEAM BOILER | 
INSPECTION 


Hartford 2, Connecticut 
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..- Clothing workers: banks 
in New York and Chicago 


bank—the National Bank of Washing- 
ton. The bank’s net income, after taxes, 
more than doubled in 1953, over 1952. 

The UMW does not make public a de- 
tailed report on its finances. In 1952, 
John L. Lewis revealed at its convention 
that the union then had a balance of 
more than 34 million dollars in cash and 
bonds. He recently announced that the 
UMW welfare fund for the soft-coal in- 
dustry had a balance of 98 million dol- 
lars as of Nov. 30, 1953. An earlier 
report showed that about 70 million dol- 
lars was invested in Government bonds. 
A separate welfare fund for the anthra- 
cite industry recently cut its pension 
benefits in half, to $50 monthly, because 
it was running low on money. 

The miners’ union is not the only labor 
organization having an interest in a bank. 
The Amalgamated Clothing Workers, 
CIO, owns a bank in New York and 
another in Chicago, with combined re- 
sources of about 80 million dollars. A 
bank in Newark and one in Kansas City 
are owned by unions in those areas. In 
addition, many unions operate savings 
and loan associations for their members. 

West Coast Longshoremen, headed 
by Harry Bridges, have more than 8 
million dollars invested in Government 
and corporation securities. The invest- 
ments are being made by a welfare fund 
operated by shipping lines and the dock 
union. Royalties from the companies 
bring about 4 million dollars a year into 


the fund. 





Pay Raises: 
5 to 10 Cents 


Pay raises being granted during the 
first weeks of 1954 are following, in 
general, the trend of 1953. Increases 
ranging from 5 to 10 cents an hour are 
the most popular. Here are key settle- 
ments: 

Aircraft workers received an increase, 
somewhat above the average, of 11 cents 
an hour, plus improved fringe benefits, 
at four plants of the Pratt & Whitney 
Division of United Aircraft Corpora- 
tion. A cost-of-living clause, tying wages 
to prices, was discarded by agreement 
with the AFL Machinists, headed by 
A. J. Hayes. At the same time, 17 cents 
in cost-of-living adjustments was “frozen 
into” the basic wage, removing the pos- 
sibility of pay cuts if living costs decline. 

A 5-cent raise, plus fringe benefits, 
went to workers at Bell Aircraft Corpo- 

(Continued on page 69) 


There's profit 
in the air... 


... WITH uincy 


uimey 

An executive can sometimes smell the profit 
in the air . . . the kind of profit that comes 
from a lower cost means of operating a hoist, 
controlling a power shovel or spray-painting 
your product . by letting compressed air 
cut down man hours, eliminate costly meth- 
ods and speed up output. 

Compressed air yields 
more for your factory 
operating dollar. And 
to realize the most for 
your compressor out- 
lay, look to a Quincy 
Compressor. It’s hardly 
noticeable in the budg- 
et, doesn’t take up much 
floor space, but delivers 
a steady air supply. 


Send for “AIR MAKES THINGS HUM” telling about 
compressed air applications. Write Dept. US17. 


QUINCY COMPRESSOR CO., Quincy, Illinois 
Branch Offices: NEW YORK + PHILADELPHIA 
DETROIT * CHICAGO + MINNEAPOLIS + ST. LOUIS 

: DALLAS + SAN FRANCISCO 
_ Quincy Manufactures Air Compressors Exclusively 














New All-America Sports 
Calendar ... by Christy Walsh 


Here’s an advertising medium that reaches 
the men you sell or want to sell... and ties 
your sales message to their favorite topic of 
conversation — sports. 
A practical size calendar of universal appeal 
for home or office... final authority for arm- 
chair experts. It's a sports encyclopedia — 
facts, figures, photos. Highlights: 

e All-America football choices since 1924 

e Famous sports legends 

e World Series history 

e Headline sports results, day by day 
Your Shaw-Barton representative will show 
you this all new All-America Calendar and 
explain exclusive territory franchise. Call him 
in or write home office. 


SHAW-BARTON 
Calendar and Specialty Advertising 





U. S. NEWS & WORLD REPORT, Feb. 5, 1954 













10W 
and 
him 


1954 


Labor Week 











...Can manufacturers 
gave 8.5 cents an hour 


ration in a settlement with the CIO Auto 
Union. 

Manufacturers of cans gave a raise of 
8.5 cents an hour, plus 1.5 cents for 
fringe benefits. They also promised a 
raise of 5 cents more between now and 
October through elimination of region- 
al and job differentials. CIO Steelwork- 
ers’ strikes ended with the agreements 
at Continental Can Company and the 
American Can Company. 

Shipyards in San Diego gave four un- 
ions an immediate increase of 3 cents an 
hour, with another of 2 cents due on 
July 1. 

Railroads have settled with three un- 
ions for raises of 5 cents an hour and a 





oe sissies Bn 
MACHINISTS’ HAYES 
... 17 cents was ‘frozen in’ 


third week of vacation for 15-year em- 
ployes. A 13-cent cost-of-living adjust- 
ment is put into base rates. 

Women’s clothing manufacturers and 
the AFL Ladies’ Garment Workers Un- 
ion agreed to continue present wage 
scales without change. The contract cov- 
ers 60,000 workers in the New York area 
in shops making women’s and children’s 
clothes. 

Shoe firms and CIO Shoe Workers also 
renewed their contract without a raise 
in pay for 10,000 workers in 60 Massa- 
chusetts shoe plants. 

Luggage manufacturers in New York 
and AFL Handbag Workers signed a 
new agreement without a wage increase 
but with some fringe benefits. 

Paper mills granted raises running, as 
a general rule, from 5 to 8 cents an hour, 
in various sections of the country. 


U.S. NEWS & WORLD REPORT, Feb. 5, 1954 










Courvoisier Cognac—and 
Courvoisier only—bears 
the phrase on every bottle: 
“The Brandy of Napoleon.’ 
It is traditionally correct, 
unchanging in quality, 
matchless in 

flavour and aroma. 
Imported by 

W. A. Taylor & Company, 
New York, N. Y. 
Sole Distributors 
for the U.S. A. 


*Reg. U.S. Pat. Off. Ag. A 


* The =TaelalohVachal 


AN =) @) Ee) 
Special offer in French glassware—Four Courvoisier cognac snifter glasses, 


COGNAC 
about 34 inches tall, with Napoleonic emblem in permanent gold design. 
j Shipped to you from France. Send $1 cash or check payable to TV. Address 
€ = Se Dept.C, P.O. Box 1205, Grand Central Station, New York 17, N. Y., and pay 
al” Postman 15¢ U. S. Postal Examination Charge on arrival. 
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No well-run office can do without fast, 
economical copying like this 





THE COPEASE DUPLEX PHOTO- 
COPIER revolutionized office 
copying in 52 foreign coun- 
tries—now many of America’s 
leading corporations are find- 
ing it an indispensable (and 
economical) office aid. Com- 
pact COPEASE makes sharp, 
dry photocopies in seconds 
on all types of stock, up to 
14” wide. Exposes, develops, 
prints in jet black on per- 
manent snow white. Write 
or fill in coupon for details. 
You'll be amazed at the way 
COPEASE can decrease costs 
while increasing office 
efficiency. 

















COPEASE Company, 270 Park Avenue, New York 17, N. Y. ; 
; Gentlemen: : 
Please send full details of Copease Duplex Photocopier. Known abroad as the Develop Combi 
; N Title - 
N of firm. Street Address. 
: City. State 
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Industrial Location Service of 
New York State 


‘‘WE DON’T SELL SITES—WE MATCH 


oe 


Raw! material g een 


plant’s big location problem...WHAT’S YOURS? 


Finding a new location near basic raw ma- 
terials—and within economical shipping 
distance of other supplies—is often a diffi- 
cult task. Yet a manufacturer of electronic 
tubes who needed a site in the northeast 
market close to sources of glass sands and 
natural gas had no trouble with this problem. 

He got comprehensive information on the 
availability and cost of these raw materials 
at several desirable locations—within a short 
time—from the Industrial Location Service 
of the State of New York. With this data, it 
was easy for him to select the right location. 


GET FREE BROCHURE: ‘Industrial Location 
Services.’ Also detailed physical map of N. Y. 
State. Write New York State Department of 
Commerce, Room 707, 112 State = 

St., Albany 7, New York. 
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Next time—use a ScotTissue Towel! 


(Just one does the Job) 


SCOTT PAPER COMPANY 
ScotTissue Reg. U. S. Pat. Off. 
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| News - Lines 


What you as a businessman 
CAN and CANNOT do 
as a result of federal court 
and administrative decisions: 





MILITARY SUPPLIES. You can look 

for the military services to buy few 
supplies that come from Iron Curtain 
countries. Effective February 1, the De- 
partment of Defense tells purchasing 
officers to buy such supplies only in cases 
of emergency or where needed products 
are not available from other sources. 
Military buyers can make up their own 
minds about items costing $1,000 or less. 


GOVERNMENT CONTRACTS. You 

can get information from a Govern- 
ment publication about the program for 
setting aside certain defense contracts 
for small firms. The publication, “Joint 
Determinations on Defense  Procure- 
ment,” is available at all field offices of 
the Small Business Administration and at 
Washington headquarters of the agency. 


* % * 


SECURITIES. You can tell the Se- 

curities and Exchange Commission 
what you think of its proposal to change 
rule U-50 under the Public Utility Hold- 
ing Company Act of 1935. The change 
would exempt from the rules on competi- 
tive bidding certain securities of public- 
utility subsidiaries of holding companies 
where sale of the securities is approved 
by State commissions. SEC calls a pub- 
lic hearing in Washington for February 
18. If you want to testify, notify the 
Commission’s secretary by February 15. 


* * * 


COMMODITY TRADING. You can 

disregard former limits on daily 
speculative trading in  cottonseed-oil, 
soybean-oil and lard futures. These re- 
strictions are suspended by the Com- 
modity Exchange Authority. 


% % * 


EXPORT CONTROLS. You can now 

export more cobalt metals, alloys 
and chemicals. The Bureau of Foreign 
Commerce discontinues its quantitative 
limits on exports of these items. 


* * % 


TRUST PROPERTY. You cannot, 

after transferring your restaurant 
property to a trust for your children with 
the understanding that you could use the 
property under lease, take a tax deduc- 
tion for your rental payments to the 
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trust. The Internal Revenue Service rules 
that rental payments are not deductible 
as business expenses under these circum- 
stances. 


* * * 


HIRING. You cannot, as an em- 

ployer, make an agreement to give 
a union first opportunity to supply you 
with certain skilled workers. A court of 
appeals finds that such a contract be- 
tween a carpenters’ union and an em- 
ployer was illegal under the Taft-Hartley 
Act. It was shown that this contract 
clause was used in a discriminatory way 
against a job applicant. 


SENIORITY. You cannot give a union 

the right to settle disputes among 
your employes over seniority even though 
the union agrees to make all decisions 
without regard to membership. NLRB 
holds that such a contract clause violates 
the Taft-Hartley law since it tends to en- 
courage union membership. 


* * * 


LAYOFFS. You cannot safely lay off 

a union official unless you can show 
a good reason for doing so. The Labor 
Board finds that an employer discrimi- 
nated against a union vice president by 
letting him go, and refusing to reinstate 
him, even though the employer said the 
action was taken because of lack of 
work. It was shown that some workers 
with less seniority were kept on. 


* * * 


GOVERNMENT CONTRACTS. You 

cannot, as a Government contractor, 
count on using “letter contracts” as freely 
as in the past. The Comptroller General 
announces that, in the future, lump-sum 
contracts negotiated when the contract 
work is in its final stages will not be con- 
sidered binding upon the Government. 
The letter contracts authorize contrac- 
tors to incur expenses up to specified 
amounts pending negotiation of final 
lump-sum contracts. 


* % * 


DEPENDENTS. You cannot, in figur- 

ing whether a relative can be claimed 
as a tax exemption, subtract from the 
rents received by the relative the taxes, 
and maintenance payments on the rented 
property. The Tax Court says that a 
taxpayer cannot make such reductions in 
determining whether his mother has 
gross income of less than $600. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U. S. News & 
Wor.tp Report, on written request, will 
refer interested readers to sources of this 
basic material. 
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outgrowing your space 


get more use from the same space 









































with “moderntold”’ doors 





Make small offices bigger. 
**Modernfold’”’ doors add usable 
space to small offices. There’s no 
room lost to door swing. 





Add a private office. This man 
turns a ‘‘business”’ office into a 
private chamber in seconds—with a 
““Modernfold” door. 





the doors that fold 
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like an accordion 


Here’s how one corporation fits an executive 
suite and a conference room into the same 
space—with “Modernfold” doors. Used as 
folding walls, ‘“‘“Modernfold” doors do 
away with the need for permanent parti- 
tions— because they can divide large offices, 
showrooms and halls into smaller rooms 
as you need them. Used on small openings, 
‘“Modernfold” doors give you full use of 
the space usually lost to door swing—be- 
cause they fold within the doorway itself. 


“Modernfold” doors have a rugged steel 
frame, covered with durable vinyl fabric. 
They can be installed without costly 
remodeling. And they’re available in a 
wide variety of sizes to fit any need. 


Your “Modernfold”’ distributor is listed 
under “doors” in your city classified direc- 
tory. He'll be happy to discuss your space 
problem with you or your architect. Call 
him today—or mail coupon. 

NEW CASTLE PRODUCTS, INC. 


New Castle, Indiana 
Montreal 6, Canada 


Sold and Serviced Nationally 


NEW CASTLE PRODUCTS, INC. 
P. O. Box 675 
New Castle, Indiana 


0 Please send full details on ““Modernfold” doors. 
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U.S. AID FOR HOME BUILDERS: 
LOW PAYMENTS...LOAN INSURANCE 


How Eisenhower Would Encourage Private Housing Projects 


Following is the full text of the President's message on 
housing, as sent to Congress on Jan. 25, 1954: 


To THE CONGRESS OF THE UNITED STATES: 

I submit herewith measures designed to promote the ef- 
forts of our people to acquire good homes, and to assist our 
communities to develop wholesome neighborhoods in which 
American families may live and prosper. 

The development of conditions under which every Amer- 
ican family can obtain good housing is a major objective of 
national policy. It is important for two reasons. First, good 
housing in good neighborhoods is necessary for good citizen- 
ship and good health among our people. Second, a high 
level of housing construction and vigorous community de- 
velopment are essential to the economic and social well- 


being of our country. It is, therefore, properly a concern of- 


this Government to insure that opportunities are provided 
every American family to acquire a good home. 

In working toward this goal, we must not be complacent. 
The Federal Government must provide aggressive and posi- 
tive leadership. At the same time, actions and programs must 
be avoided that would make our citizens increasingly de- 
pendent upon the Federal Government to supply their hous- 
ing needs. We believe that needed progress can best be 
made by full and effective utilization of our competitive 
economy with its vast resources for building and financing 
homes for our people. 

The building of new homes provides only a partial solu- 
tion to the housing problem. The nation has tremendous as- 
sets in its 37 million existing nonfarm homes. The fact that 
20 million of these are owner-occupied demonstrates the 
continuing efforts of our people to have their own homes, 
where they can raise their families in self-respect and in 
good surroundings. But 19 million of our existing nonfarm 
homes are more than 30 years old. We must encourage the 
conservation and improvement of our existing supply of 
homes for the important contribution this can make to the 
raising of national housing standards. 

Our housing deficiencies continue to be serious. Millions 
of our people still live in slums. Millions more live in run- 
down, declining neighborhoods. The national interest de- 
mands the elimination of slum conditions and the. rehabili- 
tation of declining neighborhoods. Many of our local com- 
munities have made good progress in this work and are eager 
to make further substantial improvements but are hard put 
to find the needed resources. 

The knowleage, the skills, the resources and, most im- 
portant, the will to do this job already exist in the nation. We 
have a private-home-building industry and home-financing 
institutions that are strong and vigorous. We have a highly 
skilled labor force. Savings are high. While some of our com- 
munities are financially hard pressed, they are increasingly 
alert to the need both for improving their existing physical 
plants and for sound growth and development proportion- 
ate to their expanding populations. We have the unlimited 
resources which grow from the independence, pride and de- 
termination of the American citizen. I am convinced that 
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every American family can have a decent home if the build- 
ers, lenders and communities and the local, State and fed- 
eral governments, as well as individual citizens, will put 
their abilities and determination energetically to the task. 

To help find the best way to meet our national housing 
needs, I recently appointed an Advisory Committee on 
Government Housing Policies and Programs, consisting of 
leading citizens experienced in the problems of housing, 
mortgage finance and community development. Under the 
chairmanship of the Housing and Home Finance Adminis- 
trator, this committee has made an exhaustive study of exist- 
ing federal housing programs. It has also analyzed numer- 
ous proposals for the development of a program better 
adapted to our present housing requirements. The conclusions 
of this committee, and the results of our own studies and ex- 
perience in administering present housing laws, are reflected 
in the recommendations I am about to propose. Several of 
these recommendations provide an entirely new approach to 
the task of meeting our housing needs. 


NEIGHBORHOOD REHABILITATION AND 
ELIMINATION AND PREVENTION OF SLUMS 


In order to clear our slums and blighted areas and to im- 
prove our communities, we must eliminate the causes of 
slums and blight. This is essentially a problem for our cities, 
However, federal assistance is justified for communities which 
face up to the problem of neighborhood decay and under- 
take long-range programs directed to its prevention. The 
main elements of such programs should include: 


First. Prevention of the spread of blight into good areas of 
the community through strict enforcement of housing and 
neighborhood standards and strict occupancy controls; 

Second. Rehabilitation of salvable areas, turning them into 
sound, healthy neighborhoods by replanning, removing 
congestion, providing parks and playgrounds, reorganiz- 
ing streets and traffic, and by facilitating physical rehabili- 
tation of deteriorated structures; 

Third. Clearance and redevelopment of nonsalvable slums. 


Existing housing programs permit an effective attack on 
only the third of these essential tasks. A new approach will 
help our communities to deal effectively with the other two. 
I, therefore, make the following recommendations: 

1. Title I of the Housing Act of 1949 should be broadened. 
It should make available a program of loans and grants for 
the renovation of salvable areas and for the outright elimina- 
tion of nonsalvable slums. Under this program, there would 
be immediately available from existing authorizations ap- 
proximately 700 million dollars of loan funds and 250 mil- 
lion dollars in capital-grant funds. As our communities are 
enabled by these broadened authorizations to increase the 
scope and pace of their efforts, I shall request such addi- 
tional loan and grant authorizations as can be effectively 
used. 

2. The Federal Housing Administration should be author- 
ized to insure private credit used to rehabilitate homes in 
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declining neighborhoods. This new program should be limited 
to specific areas where the local community has given ade- 
quate assurances that it will carry out a workable plan of 
neighborhood renewal. 

3. A program of matching grants to States and metropoli- 
tan areas should be established to enable smaller communi- 
ties and metropolitan-area planning agencies to do the 
planning job which is necessary to arrest the spread of slum 
conditions. I recommend that the Congress authorize the 
appropriation of 5 million dollars for this purpose. 


CONSERVATION AND IMPROVEMENT 
OF EXISTING HOUSING 


Because of the housing shortages that developed during 
the depression and war years, recent federal housing activi- 
ties have been directed mainly to increasing the production 
of new homes. But while the high demand for new homes 
will continue, and while private activity will be encouraged 
to meet that demand, we must also undertake the long-de- 
layed job of maintaining existing homes in good condition. 
Millions of our people live in older homes in which they 
have invested their savings; our people and our economy 
will greatly benefit if these homes can be kept in good re- 
pair and are brought up to modern standards of comfort and 
convenience. 

It is not enough, therefore, to rehabilitate homes in 
obsolete neighborhoods. To encourage the maintenance and 
improvement of homes wherever located, I recommend 
the following additional amendments to the National Hous- 
ing Act: 

1. The maximum permissible terms authorized for the in- 
surance of loans on existing homes should be made compa- 
rable to those available for new housing. This amendment 
will end the present discriminatory policy which favors the 
purchasing of new as against existing homes. It should have 
the important additional advantage of facilitating the trading 
in of old homes on new-home purchases. 

2. The maximum loan which can be insured under Title I 
of the National Housing Act to repair and modernize 
single-family homes should be increased from $2,500 to 
$3,000 and the maximum term should be extended from 
three years to five years. Comparable revisions should be 
made in loan limitations and terms authorized for the 
rehabilitation of multiple dwellings. Since the terms of 
such loans have not changed for 15 years, these adjust- 
ments are obviously needed to help our citizens repair and 
improve their homes. 


HOUSING FOR LOW-INCOME FAMILIES 


The continued lack of adequate housing, both new and 
used, for low-income families is evidence of past failures 
in improving the housing conditions of all of our people. Ap- 
proval of my preceding recommendations will increase the 
opportunities of many families with low incomes to buy good 
older homes. But a more direct and more positive approach 
to this serious problem must be taken by the Government. I 
recommend, therefore, a new and experimental program un- 
der which the Federal Housing Administration would be au- 
thorized to insure long-term loans of modest amounts, with 
low initial payment, on both new and existing dwellings, for 
low-income families. The application of this. new authority 
should be limited to those families who must seek other 
homes as a result of slum rehabilitation, conservation and 
similar activities in the public interest. I recognize, as did the 
Advisory Committee, that this program represents a challenge 
to private builders and lenders. In order to assist them in 
meeting this challenge, a greater proportion of the risk should 
be underwritten by the Federal Housing Administration than 
it regularly insures. The successful development of this pro- 
gram will afford a much greater proportion of our lower-in- 
come families an opportunity to own or rent a suitable home. 

Until these new programs have been fully tested and by 
actual performance have shown their success. we should con- 
tinue at a reasonable level the public-housing program au- 
thorized by the Housing Act of 1949. I recommend, there- 
fore, that the Congress authorize construction, during the 
next four years, of 140,000 units of new public housing. to 
be built in annual increments of 35,000 units. Special prefer- 
ence among eligible families should be given to those who 
must be relocated because of slum clearance, neighborhood 
rehabilitation or similar public actions. The continuance of 
this program will be reviewed before the end of the four- 
vear period, when adequate evidence exists to determine 
the success of the other measures I have recommended. In 
addition to this requested extension of the public-housing 
program, the Housing Administrator will recommend amend- 
ments to correct various defects which experience has re- 
vealed in the present public-housing program. 


HOUSING PROBLEMS OF MINORITY- 
GROUP FAMILIES i 


It must be frankly and honestly acknowledged that many 
members of minority groups, regardless of their income or 
their economic status, have had the least opportunity of all 


What the President Would Do About=— 


improvement loans: Provide larger, easier loans 
for home improvements. Maximum federally insured loan 
now is $2,500, running three years. New plan: $3,000 
and five years. 


Financing old houses: Give buyers of old houses 
the same federal aid given to buyers of new ones, per- 
mitting larger loans on secondhand houses. 


Public housing: Build 35,000 public-housing units 
a year. Present rate is 20,000. 


Market for mortgages: Give new powers and 
policies to the Federal National Mortgage Association— 
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popularly known as ‘‘Fannie Mae’’—to backstop the 
market for federal home loans. 


Slum clearance: Speed up campaigns against slums 
and near-slums—enlarging the total of federal loans and 
grants, now 950 million dollars. 


Help for low-income buyers: Grant special long- 
term loans, with payments at rent level or below, to low- 
income families displaced by slum clearance. 


Home loans: Allow federal agencies to change the 
terms for veterans’ home loans and all Government-in- 
sured housing loans, when economic conditions demand. 


; 
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of our citizens to acquire good homes. Some progress, al- 
though far too little, has been made by the Housing Agency 
in encouraging the production and financing of adequate 
housing available to members of minority groups. However, 
the administrative policies governing the operations of the 
several housing agencies must be, and they will be, material- 
ly strengthened and augmented in order to assure equal 
opportunity for all of our citizens to acquire, within their 
means, good and well-located homes. We shall take steps to 
insure that families of minority groups displaced by urban 
redevelopment operations have a fair opportunity to acquire 
adequate housing; we shall prevent the dislocation of such 
families through the misuse of slum-clearance programs; 
and we shall encourage adequate mortgage financing for 
the construction of new housing for such families on good, 
well-located sites. 


MODERNIZATION OF NATIONAL HOUSING ACT 

There are certain deficiences and numerous obsolete and 
unnecessary provisions in the National Housing Act. The 
Housing Administrator will present to the appropriate com- 
mittees of the Congress a number of proposals to modernize 
this basic law. These recommendations will include a scale 
of mortgage ceilings more realistically related to the in- 
creased cost of both single-family and multifamily structures 
and complementary revisions in mortgage ceilings for co- 
operative projects. 


ADJUSTMENT OF PERMISSIBLE TERMS 
OF GOVERNMENT-INSURED OR 
GUARANTEED MORTGAGES 


Because inflationary or deflationary pressures can be 
accentuated or diminished by mortgage-credit terms, Govern- 
ment operations in connection with the insurance or guaran- 
tee of mortgage loans should be judiciously adjusted to 
prevailing economic conditions. The Congress has already 
given the President limited authority to adjust from time to 
time, in the light of economic conditions, the permissible terms 
ou Government-guaranteed and insured mortgages. I urge 
the Congress to broaden this authority to cover all loans in- 
sured by the Federal Housing Administration and guaran- 
teed by the Veterans’ Administration. Such authority would 
permit adjustments, within appropriate statutory limits, in 
maximum interest rates and in loan-to-value ratios and ma- 
turities. This action by the Congress would materially 
strengthen our ability to stabilize economic activity and high 
levels of production and employment. A fuller discussion of 
the importance of this recommendation will be included in 
the economic report to be submitted to the Congress on 
January 28. 


SECONDARY MORTGAGE MARKET 


In recent years the Federal National Mortgage Associa- 
tion has functioned as a primary lender rather than as a 
secondary source of mortgage credit. As a result the Federal 
Government now finds itself with substantial frozen invest- 
ments in guaranteed and insured mortgages. Because of the 
terms on which these mortgages were written and the prices 
at which they were purchased, they are not readily salable 
in the private market. The following changes should therve- 
fore be made: 

1. The Federal National Mortgage Association should be 
reorganized to require the users of the facility to invest 
funds on a basis which would eventually permit the full 
retirement of Government funds from secondary-mortgage- 
market operations. The Federal Government should be en- 
abled to purchase the initial stock of the reorganized associa- 
tion, but private capital funds supplied by the users of the 
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facility should be built up to speed the retirement of the 
Government's initial investment. 

2. The reorganized Federal National Mortgage Associa- 
tion should be given three basic responsibilities: 

First, it should be authorized to issue its own non- 
guaranteed debentures on the private market. With 
the funds so obtained, it can perform a desirable service 
by buying mortgages at market rates in areas where in- 
vestment funds are scarce, for resale in areas where there 
is a surplus of funds. There is need for an organization 
to carry out this true function of a secondary market. 

Second, the new Association should be authorized to 
manage and liquidate present mortgage holdings which 
are Government-owned assets. It should be made clear 
that such liquidation is to be accomplished in an orderly 
manner and in such a way as to protect the interests of 
the individual borrower. Since Treasury funds were used 
in the acquisition of these assets, all proceeds of this 
liquidation should be returned to the Treasury. 

Third, the President should be enabled to authorize 
the Federal National Mortgage Association to borrow 
directly from the Treasury for the sole purpose of pur- 
chasing certain kinds and types of insured and guaran- 
teed loans when the President determines such action 
to be necessary in the public interest. For this purpose 
the borrowing authority of the Association should be 
limited to a reasonable amount to be made available 
from the present Treasury borrowing authorization 
of the Association, Although outright primary support 
for certain types of loans may be desirable in the public 
interest from time to time, this support should be clear- 
ly identified as the direct use of Treasury funds for 
mortgage purchasing, and the extent of such support 
should be closely controlled. 

Approval of these recommendations will correct the most 
serious defects of the present mortgage-purchasing opera- 
tions of the Federal Government and will authorize an 
effective secondary-market facility, relying primarily on 
private financing. It will also provide flexible authority under 
which the Federal Government could directly purchase 
mortgages, should economic conditions and the public in- 
terest indicate the need for such action. 


REORGANIZATION OF FEDERAL 
HOUSING ACTIVITIES 


The present organization of federal housing activities is 
unsatisfactory. The Housing and Home Finance Agency is 4 
loosely knit federation of separate organizations. Its present 
structure is cumbersome, inefficient and lacks clear-cut rec- 
ognition of administrative authority. The result is confusing 
to the public. Neither the Congress nor the executive branch 
can expect it to achieve good and efficient management un- 
der its present structure. I shall, therefore, submit to the Con- 
gress a reorganization plan to provide a better grouping of 
housing activities headed by an Administrator with adequate 
supervisory authority. 


I believe that this message offers the means whereby ouf 
nation may provide more and better homes for our families. 
By applying these recommendations we shall add to the 
comfort and the health of our people; we shall strengthen 
the economic and social fibers of our nation; and we shall 
reinforce the freedom and self-reliance which have brought 
greatness to our land. I urge, therefore, that the Congress 
give to these recommendations its early and favorable cor 
sideration. 

The White House 
Jan. 25, 1954 


Dwicut D. EIssNHOWER 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


How far down is business activity to go? That's the question being asked 
on all sides and in all circles at the present moment. 

Fact of a business slide no longer is being disputed. It's now clear that 
the boom hit a peak before mid-1953, has been slackening since. 

Immediate cause of boom's end also is fairly clear. Business began to trim 
inventories after almost a year of heavy build-up. 

But at year end there was some slackening in consumer buying, a slight dip 
in people's aggregate income, rising unemployment. 








Recent figures indicate that business still is slipping downward. 
Television producers are laying off more workers as demand for sets dips. 
Auto output in January is now put at 465,000 cars, against the 528,000 
originally planned. Sales estimates evidently are being revised. 
Steel production is not yet rising. Great Lakes Steel, a major supplier of 
the auto industry, is laying off workers. 
Copper fabricating is down too, because of sagging orders. 
Moderate labor surpluses are reported in most large centers by Government. 
These are all signs that-the adjustment from the peak of the boom is not 
t over yet. That's why people continue to ask: How long and how far? 




















There's surprisingly little pessimism, however, among most appraisers. 
: Professional economists, business leaders, Government officials are in general 
agreement that the dip will not be severe. And the stock market is strong. 


Take this appraisal from the National Association of Purchasing Agents: 
January business started slowly but picked up at month's end. 
Production and orders declined, but at a slower pace than in December. 
5 Price weakness spread, but with no sharp general decline, no panic sales. 

Inventory of unworked materials continues to drop, but turnover rates for 
materials purchased are improving, are much faster than a year ago. 
p Buying policy is still cautious. Few purchasers order for more than 60 

days in advance. A good many are buying "hand to mouth." 
Nevertheless, purchasing agents are not pessimistic. They take heart in 

f the orderly shift from a sellers' to a buyers' market. And the majority hold 
that the bottom may be reached in the current quarter, with a possible upturn. 














And you get this observation from the Federal Reserve Board: 








‘ Tax reductions are Supporting both personal and business income that is 

Mn available for spending on goods and services, or for investment. 

! Average prices have been unusually stable, considering that this has been a 
5 period of "appreciable" declines in production. 


Improved inventory position of business, under Such conditions, becomes a 
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TREND OF AMERICAN BUSINESS-- (Continued) 


favorable factor in the business outlook. 
Another favorable factor noted by the Reserve Board is the ready supply of 
credit that can be used to finance business activity. 


Then there are these appraisals coming from inside industry: 

Textile production is expected to increase after inventories work down. 

Steel industry looks for a good year, although not as good as 1953. That 
comes from Benjamin Fairless, chairman of U.S. Steel Corporation. 

Upturn by midyear is seen as possible by Dr. Ralph J. Watkins, research 
director for Dun & Bradstreet. He cites as favorable factors: the optimism of 
business; large planned outlays for plant and equipment; high-level building 
activity; large liquid assets among consumers; end of drop in farm income. 











Finally you have the rreside..t's own Economic Report, presented in more 
detail on page 44. This is a consensus of top Government economists, after wide 
consultation with industry, labor and agriculture. The upshot is that activity 
will begin to improve sometime during the current year. 





Ever the pessimists are not so very far apart from the optimists. 

Biggest pessimist of late has been Colin Clark, a British economist, who 
recently predicted a rather substantial depression for the United States. 

Latest Clark estimate, given to the National Industrial Conference Board, 
is for a short, sharp setback, but nothing like 1929-32. Mr. Clark sees the 
bottom sometime next summer, recovery within a year. He also thinks that a 
federal deficit, running for a while at 20 billions a year, would stop a drop. 

Early recovery is forecast by E.S. Woytinsky, American economist, who 
debated with Mr. Clark. He expects a rise by midyear. 

So the conclusion of most people analyzing the business situation is that 
the country faces no severe economic storms in the period just ahead. 











Government continues to try to cut its cost of business operations. 

Private banks now are arranging to take over some 100 million dollars in 
loans held by the Reconstruction Finance Corporation. 

Participating banks number into the hundreds. Their idea is to buy the 
loans, pay the Government, take over the servicing expense. No loan is for more 
than $500,000, most of them are for less than $100,000. 

Government charges for use of the federal airways system by private planes 
are being considered by the Commerce Department. The Department estimates that 
from 40 to 50 millions of the 75 million dollars spent annually on airways can 
be attributed to civil aviation. 

Two methods of charging are proposed--either a special charge on aviation 
fuel used by private planes or a ton-mile charge for larger aircraft and a 
registration fee for smaller aircraft, varying according to weight. 

Idea behind these programs is to get the Government out of business when 
that can be done and to make business operations pay when Government still stays 
in business. It's a reflection of business thinking in official circles. 














A 20-billion-dollar refinancing program is undertaken by the Treasury. 
Plan is to exchange 8 billion of 2.5 per cent bonds for maturing issues, and to 
offer bonds or certificates for some 12 billion of maturing short-term paper. 
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[Continued from page 49] _ 


of private and governmental measures for preventing and 
curbing recession. One of them, devoted to the expansibility 
of public works, pointed to the need for developing a con- 
tinuous inventory of sound projects, classified—among other 
ways--according to their cost or divisibility, so that some speed 
and flexibility might be gained in a public-works program. The 
study concluded that, although ample engineering plans are 
now in existence for expanding public works if that should 
become desirable in the near future, it would be prudent to 
take steps to insure a continuous flow of carefully drawn and 
sifted plans. Accordingly, the Bureau of the Budget, despite 
strenuous efforts to enforce governmental economy and bring 
expenditures into line with revenues, on July 9, 1953, in- 
formed the heads of ali executive departments and establish- 
ments as follows on the budget policy for the fiscal year 1955: 
“Increased emphasis will be given to the development of plans 
for authorized high priority projects to a stage where these 
projects could qualify for construction at a time when new 
construction starts would be consistent with a less restrictive 
budgetary policy.” 


FOSTERING INDIVIDUAL ENTERPRISE 

In this review of governmental policy during the past year, 
emphasis has been placed on the steps taken to keep the 
economy from veering either toward inflation or toward con- 
traction. Economic stability, as the first chapter of this Report 
has brought out, is not only essential for the well-being of 
the American people and of the entire free world, but is one 
of the basic requisites of continued progress toward the 
greater national security and higher living standards to which 
our citizens aspire. The American people will not be long 
content with employment opportunities that are merely 
stable, or with a stationary standard of living. Nor do 
they wish or expect their Government to give them jobs 
and thereby gain control over their individual lives. But 
if there is to be expanding private employment, there must 
be employers. Their prospect of reward may not need to 
be so large as an earlier generation believed, but it must 
be sufficient to impel men to assume the risks of enterprise 
and innovation. 

These precepts guided the Government during the past 
year. One of the first steps taken was to remove the direct 
controls of prices, which interfered with the normal func- 
tion of markets to adjust supply to demand, and the direct 
controls of wages, which then needlessly restricted collective 
bargaining between employes and employers. The Govern- 
ment has also taken careful and significant steps to redraw 
the line separating public from private activities, so that Gov- 
ernment could divest itself of functions that private enter- 
prise can perform more efficiently. Thus provision was made 
to dispose of the Government’s rubber plants, to liquidate the 
Reconstruction Finance Corporation, to sell the unprofitable 
federal barge lines, to remove federal roadblocks to the de- 
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velopment of electric power by local enterprise, private or 
public, and to encourage—under proper governmental safe- 
guards—private experimentation with industrial uses of atomic 
energy. At the same time, the Federal Government has sought 
to broaden the scope of home ownership and of the so- 
cial security system, so that more people might gain a 
greater measure of security in a dynamic environment. To 
these important problems, reference is made later in this 
Report. 


INTERNATIONAL ECONOMIC POLICY 


The aim of the Federal Government during the past year 
was to maintain stability in the field of commercial policy, 
pending a broad survey of all aspects of our international 
economic relations. At the President’s request, the Congress 
extended for one year the Reciprocal Trade Agreements 
program without major amendment, and set up a Commission 
on Foreign Economic Policy to recommend appropriate 
means for the improvement of international trade—“consistent 
with a sound domestic economy, our foreign economic 
policy, and the trade aspects of our national security and 
total foreign policy.” In line with the President’s recom- 
mendation, the Congress also enacted the Customs Simpli- 
fication Act designed to simplify, and to remove the in- 
equities of, customs regulations. The United States partici- 
pated in international efforts to stabilize the markets for 
wheat and sugar. Extensive military and economic assistance 
to foreign countries was continued, but with the improve- 
ment in the economic strength of Western Europe, the 
economic-aid program was curtailed. Emphasis was also 
continued on fostering improvements in the industrial pro- 
ductivity of friendly countries, in the interest of stimulating 
their economic development and raising the living standards 
of their people. 


THE FEDERAL BUDGET 

The key to governmental planning for economic growth is, 
of course, the federal budget. Generally speaking, it sums up 
every activitiy undertaken by the Government for the people, 
and every payment by the people to the Government. The 
average rate of taxation, by all levels of government, on indi- 
vidual and corporate incomes is now about as high as the peak 
of the war effort against the Axis, and the total tax revenue is 
even higher, since the national income has grown. If economic 
incentives are to prove adequate, some reduction of taxes— 
provided it does not occur at the cost of weakening the 
nation’s security—is necessary. The Government has therefore 
set about energetically to bring down the rate of expenditure 
and thus pave the way for tax reductions, so that people may 
have more of their own income to spend instead of having the 
Government spend it for them. 

Initial efforts have met with success. New obligational 
authority for the fiscal year 1954, which was estimated at 
71.8 billion dollars in the budget message of Jan. 9, 1953, has 
been reduced to an estimated 60.7 billion dollars. Budget 
expenditures were originally set at 77.9 billion dollars for the 
fiscal year 1954, or 3.9 billion more than in the preceding fiscal 
year. As it now appears, expenditures will be 70.9 billion dol- 
lars, or 3.1 billion less than in fiscal 1953. This curtailment of 
expenditures, combined with higher receipts, has brought the 
federal budget within sight of a balance. The budget deficit, 
which reached the disconcerting magnitude of 9.4 billion dol- 
lars in the fiscal year 1953, is now estimated at 3.3 billion dol- 
lars for the fiscal year 1954. The improvement in the cash 
budget for fiscal 1954 is even more impressive, involving a 
shift from a cash deficit of 5.3 biliion dollars to an estimated 
cash deficit of about 200 million. The effort to reduce the scale 
of governmental expenditure, and with it receipts from taxa- 
tion, will be continued in the months and years ahead, though 
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the precise rate of both one and the other may need to be 
varied according to general economic conditions and the state 
of our international relations. In a rapidly changing world, 
such as we live in, there is no simple fiscal formula that will 
be suitable under all conditions. 

It must also be recognized that, while it is desirable to bring 
down the scale of Government, our society has become so 
complicated that, quite apart from the large and continuing 
needs for defense, the Government now properly assumes 
obligations unknown to earlier generations. The improvement 
in the health, security, and industrial efficiency of the popula- 
tion is a large and growing concern of Government. So also is 


the maintenance of sound banking, competition, and the 
general conditions of stable economic prosperity. So, too, is 
the promotion of scientific knowledge—which is the most im- 
portant of all factors in the marvelous rise of our industrial 
productivity. Thus during the past year, while federal ex- 
penditures were being cut in many directions, the outlays on 
research and development—including those connected with 
national security activities—were allowed to grow. They came 
to about 2.5 billion dollars out of a total national expenditure 
on research of 4 billion. The building of new knowledge must 
continue, for it is our surest promise of expanding economic 
opportunities in a growing America. 


APPRAISAL OF THE CURRENT ECONOMIC SITUATION 


As we turn from 1953 to the current year, we must first of 
all recognize the limitations of attempts at prevision. Despite 
the great improvement of statistical knowledge, it is impos- 
sible to deduce the future from statistics of the present, or to 
infer it from records of the past. Only those who adhere to a 
mechanistic view of history and of human behavior, or who 
are enamored of forecasting formulae, can entertain such 
illusions. The best we can hope for is to minimize errors of 
miscalculation through making full use of available data, and 
to give due recognition to those elements of uncertainty that 
attach to both the present and the future. 

The settling of economic activity during recent months has 
not caught American industry by surprise. Long before last 
summer, alert businessmen were aware that the stimulus of 
rising business activity from defense expenditures was likely 
to lessen. They recognized that a readjustment of this char- 
acter, in which a decrease in Federal Government expenditure 
would be accompanied by a reduction of taxes, would pro- 
vide a more durable basis for business enterprise. The gen- 
erally prosperous level of economic activity during 1953 fa- 
cilitated the corrective process that has been under way in 
many lines. Instead of culminating in a single climax of ac- 
tivity, and then going into a general and abrupt decline, the 
economy has displayed a considerable diversity of movement, 
so that continued strength in some quarters has allowed time 
for adjustment in others. 

The slight decreases of production since midsummer reflect 
primarily a decline in the rate of inventory accumulation. 
Final purchases of output by business, consumers and Govern- 
ment have kept up very well. Thus far, at least, the readjust- 
ment process has been largely a matter of reducing excessive 
inventories, especially of consumer durable goods. While com- 
petition has become keener, business firms have shown little 
disposition to liquidate their excess stocks in ways that might 
aggravate the situation. By granting more favorable terms, by 
adjusting prices here and there, and by applying more effort 
to selling, businesses should be able to ease their inventory 
situations and achieve a better balance between production 
and sales during the next few months—providing final expendi- 
tures continue at their recent high and stable level. Such a cor- 
rective process seems clearly to have gone some distance. Over 
the last two months of 1953 inventories declined generally, 
while retail sales were generally sustained. Should this de- 
velopment continue, the moderate contraction now under way 
would come to a halt soon. 

Within the over-all movement of the wholesale-price index, 
the pattern of recent changes has been significantly different 
for farm products, industrial raw materials, and industrial fin- 
ished goods. The prices of industrial raw materials dropped 
sharply from a peak in the spring of 1951, and continued to 
decline thereafter. The prices of other industrial commodities 
declined very moderately from early 1951 through late 1952 
and then rose very moderately through 1953. As a result of 
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these diverse movements, there existed a sounder price rela- 
tionship between raw materials and finished goods at the end 
of 1953 than in the immediate post-Korean period. Some 
downward adjustments in manufacturers’ prices for finished 





PERSONAL SAVING 


PERCENT OF DISPOSABLE INCOME PERCENT OF DISPOSABLE INCOME 














10 10 
st [V 4s 
° 7 ° 
aN Be os ok We eS Re ek OP Pe Oe | ee one ae 





19290 331 33 35 37 39 =: 1947 49 5! 53 


SOURCES: DEPARTMENT OF COMMERCE AND COUNGLL OF ECONOMIC ADVISERS 











goods may occur during the next few months, reflecting the 
earlier price decline of raw materials. 

During the recent series of prosperous years, and in contrast 
to earlier periods, purchasers of corporate securities have 
capitalized earnings on a basis that neither caused a prolonged 
advance in prices nor absorbed large amounts of credit. Stock 
prices pursued a slow downward movement during the first 
three quarters of 1953, followed by an upturn beginning 
in September. This change of direction would appear to 
register favorable expectations of investors. Although changes 
in security prices are not always reliable guides to subse- 
quent business developments, security-market movements 
sometimes reflect changes before they are recorded in other 
statistics. 

Economic readjustments require time for completion. Those 
we have considered so far have been facilitated by the high 
level of aggregate spending throughout the past year. In con- 
sidering the future, the basic question concerns the level of 
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final expenditure. To the prospects of .the major classes of ex- 
penditure—those by business, consumers, and Government— 
attention is now directed. 


PLANT AND EQUIPMENT EXPENDITURES 


Recent surveys indicate that business firms have little dis- 
position to change their planned capital outlays because of the 
mild decline in’output since last summer. A survey conducted 
two months ago by the Department of Commerce and the 
Securities and Exchange Commission disclosed that businesses 
expected to maintain the average 1953 rate of capital spending 
during the first quarter of 1954. Plans of electric utilities and 
commercial enterprises pointed to an increase over 1953 and, 
with the exception of railroads, other major industry groups 
expected their spending early in 1954 to be close to 1953 
rates. The McGraw-Hill survey of investment plans for 1954 
indicated that businesses intended to spend for plant and 
equipment about 5 per cent less than the unprecedented 
28 billion dollars spent in 1953. Statistics on contracts for 
commercial and industrial construction likewise indicate a 
high level of investment expenditure in the early months 
of 1954. 

In evaluating the outlook for fixed investment, it is also well 
to examine “norms” provided by past experience. Historical 
data indicate a steady growth in the physical stock of capital 
from 1910 to about 1930, a virtual flattening out of the curve 
during the depression of the 30s, and a pronounced growth 
since the end of World War II. The stock of capital expressed 
as a ratio to output shows no definite trend in the two decades 
prior to the Great Depression; it rises considerably with the 
underutilization of resources during the ’30s, and drops sharply 
during the war years. An upward adjustment in the capital- 
output ratio took place as a result of heavy postwar invest- 
ment, but the ratio is still low by historical standards. It is 
important to note, however, that the low current ratio is 
traceable solely to plant. The equipment ratio rose steadily 
between the end of the war and 1949; since then, it has re- 
mained at about the level that prevailed in the 1910-29 
period. Thus, on the basis of these uncertain historical yard- 
sticks, it does not seem that productive facilities in the aggre- 
gate are excessive at the present time relative to current rates 
of output. 

Profit expectations are, of course, a key determinant of the 
rate of investment. Throughout the postwar period, investment 
has been higher than would be expected from the relationship 
that existed in earlier years between profits and investment. 
This persistent postwar excess represents in part a catching-up 
process, and it also reflects the unusual stimulus of federal 
provisions for accelerated depreciation. In part it may also 
represent a change in the relationship between profits and 
investment—as a result of lower interest rates, the more liquid 
position of businesses, and the increased pace of technological 
change and obsolescence. But whether or not there has been 
a shift in the long-term relationship between profits and in- 
vestment, it is clear that the termination of the excess profits 
tax on Jan. 1, 1954 will give some support to investment. 

The generally strong financial position of business firms will 
likewise help to support a high level of investment expendi- 
ture. In nonfinancial corporations, the ratio of cash and Gov- 
ernment-security holdings to all current liabilities was sub- 
stantially higher in mid-1953 than before the war, partly 
because of the increase in accrued tax liabilities. In 1953 the 
ratio was 57 per cent, compared with 29 per cent in 1929 and 
in 1936. While the ratio of total assets to total debt in 1953 
was not appreciably higher than in prewar years, this ratio 
understates the financial strength of business, since a con- 
siderable volume of business assets is still being carried on 
the books of corporations at prewar prices. 

Research and development activities of industry, nonprofit 
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institutions and Government are steadily enlarging the oppor- 
tunities for new investment. As already stated, these expendi- 
tures reached 4 billion dollars in 1953. Over one third of this 
amount originated in industry; and a still larger proportion, 
about 70 per cent, represented work done in industrial estab- 
lishments either on their own account or for the Government. 
While much of the research outlay of recent years has been 
oriented to defense needs, the results of the new knowledge 
are largely adaptable to civilian uses. Defense research expendi- 
ture is creating opportunities for private investment on numer- 
ous fronts—for example, scientific instruments, electronic com- 
puters, electronic and other process controls, communication 
equipment, radioisotopes, atomic energy, heat- and corrosion- 
resistant metals and alloys, high-speed cutting tools, and 
heavy forge presses. Furthermore, defense research programs 
have trained thousands of scientists and engineers whose skills 
are facilitating the adaptation of new techniques to civilian 
uses. 

The emergence of a long-range outlook among business 
firms promises well for the future, the magnitude of industrial 
expenditures for research and development being merely one 
evidence of this outlook. Another is the long-range planning of 
investments, partly to assure growth, partly to meet the com- 
petition of other enterprising firms. The urge or need to cut 
costs is reflected in an active demand for automatic controls 
and materials-handling, inspection, and office equipment. It 
also is accelerating outlays for the modernization of existing 
plant and equipment. Despite heavy postwar installations, a 
substantial volume of productive facilities is approaching “nor- 
mal” retirement age or has become obsolete as a result of 
recent technological advances. 


HOUSING 

Housing construction, which has played so important a role 
in the rapid rate of increase of investment expenditures since 
World War II, may be expected to continue at a level close to 
that of 1953. Despite the record volume of home building in 
recent years, we are still confronted by a good housing market. 
Vacancies in our cities are, with tew exceptions, below the 
level regarded as neeessary for a healthy, competitive housing 
market. 

During the next few years, the rate of formation of new 
families and households is likely to diminish as a result of the 
lower birth rate of the depressed ’30s. Other factors on the 
side of demand are likely, however, to press for a high volume 
of residential construction. These include the continued move- 
ment of the city population toward the suburbs, the high birth 
rate of recent years, and the improvement of incomes during 
the past decade. The recent easing of funds in the mortgage 
market will strengthen the forces of supply as well as of 
demand. Further, in contrast to earlier times, many of today’s 
builders have considerable overhead expenses to reckon with, 
and they will not be averse to making price concessions if this 
will help to keep their organizations intact. The rental-housing 
market, especially in the medium-price ranges, has been 
neglected of late and could offer investment opportunities. 
Finally, if the volume of housing showed persistent signs of 
declining, the terms of FHA-insured mortgages could at once 
be liberalized under existing law. 

Taking a longer view, it is well to recognize that the housing 
industry has become less vulnerable to recessionary influences 
and is less likely in turn to contribute to economic instability, 
as the result of a number of institutional changes during the 
past 20 years. The introduction of the long-term, amortized 
mortgage, and the establishment of a system of mortgage 
insurance and guaranties, also the establishment of the Fed- 
eral Home Loan Bank System and of the Federal Savings and 
Loan Insurance Corporation, have greatly strengthened the 
home-mortgage market. While facilitating the maintenance of 
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high levels of residential building, they have also provided 
more protection against possible economic setbacks. 


CONSUMER EXPENDITURES 


The influences determining consumer spending are many 

and, to a disconcerting degree, unpredictable. Such factors 
as personal income, liquid assets, size and age of stocks of 
durable goods, new consumer credit, and the repayment bur- 
den of outstanding debt must be included in any list of 
elements governing consumer expenditures in 1954. 
) During the next four to six months, the disposable income 
of individuals—that is, personal income after taxes—may well 
approximate the rate of the last quarter of 1953. The cut 
in personal income taxes of about 10 per cent, effective 
January 1, may amount to about 3 billion dollars for 1954 
Allowing for an increase of 700—800 million dollars in em- 
ploye and self-employed contributions for old-age and sur- 
vivors insurance, there will still be a substantial net reduction 
in taxes, which will tend to act as a support to disposable 
personal incomes. Further support could come from a mod- 
erate rise in Government transfer payments, such as unemploy- 
ment compensation and the pensions to elderly workers retir- 
ing from the labor force in a more competitive market. 

The proportion of income spent for consumer goods is otf 
considerable significance in the evaluation of the economic 
outlook. In terms of current levels of disposable income, a 
change of 1 per cent in the spending rate means an increase 
or decrease of about 2.5 billion dollars in consumer expendi- 
tures. The saving rate in the past three years has been ex- 
ceptionally high, averaging about 7.3 per cent, compared with 
4.5 per cent in 1929 and an average of 4.3 per cent in 1947-50. 
This suggests that businessmen who push new or improved 
products, who produce established goods at lower costs, or 
b who practice more aggressive salesmanship, will find that their 
markets are expansible. 

The latest survey of consumer attitudes, made in October, 
1953, by the University of Michigan Survey Research Center, 
indicates that the number of consumers finding market condi- 
tions favorable for the purchase of major durable goods is 
slightly larger than at the time of any other survey since the 
outbreak of the Korean war. A cause of the more favorable 
view is the belief that prices have been leveling off and will 
emain more or less stable for some time. Although consumer 
attitudes may have changed somewhat because of the recent 
slight drop in production and employment, the results are 
significant in showing that American consumers are alert to 
conditions favorable to the improvement of their living 
standards. 

Favorable also tor the maintenance of consumer demand is 
the large and widely distributed volume of liquid assets. 
Personal holdings of currency, bank deposits, shares in savings 
and loan associations, United States Government securities, 
and equities in trust funds exceeded 200 billion dollars at the 
end of 1953. The effectiveness of liquid assets in maintaining 
consumer demand in a period of readjustment will depend, of 
course, in part on the amounts held by consumers whose in- 
comes are curtailed, and in part on the response of other 
holders to prices and other incentives to purchase. Many con- 
sumers have virtually no resources as a cushion to a decline of 
income; but it is a significant and encouraging fact that the 
holdings of liquid assets have shown a tendency toward wider 
distribution in recent years. 

One determinant of the level of consumption expenditures 
is the size and burden of consumer debt. The heavy borrow- 
ing of recent years to finance the purchase of homes and all 
sorts of durables has raised the ratio of debt service charges 
to consumer incomes. Last year, the payment of interest and 
required repayment of principal on mortgages and consumer 
debt amounted to about 15 per cent of disposable income. In 
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addition to debt service, most consumers were paying pre- 
miums for private insurance or pension plans, amounting to 
another 5 per cent of disposable income in 1953. Other con- 
tractual obligations, such as contract rents and the operating 
costs of home ownership, claimed still another tenth of in- 
come. All told debt service, insurance premiums, and con- 
tractual costs of home operation took about three tenths of 
consumer incomes last year. This represented a considerable 
increase over recent years, but was at about the pre-World 
War II level. 

It is well to note that the bulk of postwar borrowing for the 
purchase of homes and durable goods has been undertaken 
by younger family units—those with greater family pressures 
to buy, lower reserves for financing expenditures, but more 
favorable income experience and better future prospects. In 
a period of mild contraction of national income, the employ- 
ment and incomes of this group are likely to hold up better 
than the average. 

An important influence on the volume of purchases of dur- 
able goods is the level and age distribution of consumer 
stocks. Information available for automobiles reveals that, 
despite the large demand for new cars in recent years, about 
27 per cent of the passenger cars in use in mid-1953 were 10 
years old or older, in contrast to 17.5 per cent in 1939. Ex- 
perts in the industry generally agree that the volume of sales 
may well be smaller in 1954 than in 1953. However, if scrap- 
page should amount to about 3.5 million units, a basis would 
exist for a level of sales in 1954 not much below that of last 
year; for one may expect a moderate further growth in the 
total number of motor vehicles in use, reflecting such factors 
as an increase in the number of households and the popular- 
ity of suburban life—which often creates a demand for more 
than one car even in families with modest means. 

The slackening in the rate of expansion of outstanding con- 
sumer instalment debt in recent months has been the result 
of a moderate decline in the rate of credit extended and a 
gradual rise in the rate of repayments—developments that 
have been dominated by changes in automobile credit. A 
downturn in outstanding consumer debt during the next few 
months does not seem unlikely. But in recent years consumers 
have demonstrated a remarkable indifference to what business 
analysts have to say. In our high-income economy, many 
millions of consumers may, on the one hand, spend more than 
their income by drawing down savings or going into debt or, 
on the other hand, spend appreciably less than their income 
and still live well. This volatility of consumer markets is, how- 
ever, a short-run phenomenon. The urge to improve living 
standards exercises a strong and fairly continuous pressure 
in our society. 


GOVERNMENT EXPENDITURES 

Federal expenditures for goods and services reached a rate 
of slightly over 58 billion dollars in 1953. A moderate decline 
in federal expenditures may be expected in 1954. Most of the 
anticipated reduction will take place in national security ex- 
penditures, which reached an annual rate of 51.8 billion dollars 
in 1953, but in addition a slight drop ay occur in outlays for 
nondefense programs. By mid-1954 these changes may bring 
the annual rate of total federal expenditures for goods and 
services about 2 billion dollars below the rate at the end of 
1953. Yet federal expenditures will continue to be a strong 
sustaining factor. 

The small prospective decline in federal expenditures will 
probably be counteracted in large part by a rise in State and 
local purchases, which in 1953 reached a level of slightly over 
25 billion dollars. In recent years the annual increase in these 
expenditures has been close to 2 billion dollars, and there is 
still an immense backlog of demand for schools, highways, 
hospitals, and sewer, water and other facilities. Public pressure 
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for the expansion and improvement of local facilities is 
mounting, and it seems entirely reasonable to expect that 
State and local expenditures will continue to increase. 

The financial situation of State and local governments is 
favorable to a continued rise in their expenditures. State and 
local receipts have increased by roughly 2 billion dollars a year 
in the postwar period, with the total rising from 13.2 billion 
dollars in 1946 to almost 28 billion in 1953. Preliminary esti- 
mates indicate that receipts and expenditures were in balance 
during 1953. Further evidence of the financial strength of 
State and local governments is the size of their cash and U.S. 
security holdings, which reached 23 billion dollars in mid- 
1953. Some part of this amount is committed, but the uncom- 
mitted portion is undoubtedly large relative to current ex- 
penditures. 

Despite the strong financial position of State and local gov- 
ernments, the principal source of funds for additional capital 
outlays will have to be from borrowing. The increase in State 
and local debt in the postwar period has been substantial. 
However, the cost of carrying this debt has not changed ap- 
preciably relative to total State and local expenditures. Inter- 
est charges have increased moderately since 1946, but the 
requirements on account of interest and debt retirement are 
not likely to be an important impediment to bond financing 
in the near future. 


THE CONDITION OF AGRICULTURE 


Agriculture, which is beset with more problems than any 
other major part of our economy, will. continue to be con- 
fronted in 1954 with problems growing out of excessive sup- 
plies of some of the major farm products—notably wheat, 
cotton, and corn. By July, 1954, the wheat carry-over may be 
about 800 million bushels, more than three times its mid-1952 
level and well in excess of a year’s domestic use. By August, 
1954, the cotton carry-over may reach 9.6 million bales, also 
more than three times its level two years earlier and the 
equivalent of a year’s domestic mill consumption. By October, 
1954, stocks of corn are expected to reach about 900 million 
bushels, nearly twice their 1952 level. Stocks of food fats and 
oils, already at a record high, are expected to be moderately 
larger by October, 1954. The price-depressing effects of these 
stocks will, however, be substantially offset during 1954 by 
Government price-support operations, acreage restrictions, and 
other measures. 

In recent months, agricultural prices have shown signs of 
stabilizing. This has been true not only of the major crops 
moving under Government price-support programs but of the 
unsupported prices of livestock products as well. While export 
demand for farm products has fallen substantially during the 
last year, it appears unlikely to weaken further during 1954. 
Domestic demand for farm products continues to be a source 
of underlying strength, with consumer incomes and food ex- 
penditures remaining near record level. 

If the domestic demand for foods and fibers continues at 
about its present high level, average prices received by 
farmers should hold near to their current levels during 1954 
and cash receipts from farm marketings be close to the esti- 
mated 31.2 billion dollars received during 1953. Production 
costs may also show a further slight decline. Hence, the 
prospects are that farm operators’ realized net income will be 
close to its estimated 1953 level of 12.5 billion dollars. 

Even when measured in constant dollars, agriculture’s 
financial assets today are 94 per cent higher than in 1940 and 
only 11 per cent less than in 1947. Farm debts are now esti- 
mated to stand at only 11 per cent of total assets and 76 per 
cent of total financial assets. Combining these facts with 
those on income, it seems that, despite recent readjustments, 
American agriculture as a whole remains financially able to 
sustain a fairly good rate of purchasing. 
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INTERNATIONAL DEVELOPMENTS 


Large military expenditures abroad, particularly in the 
form of troop pay and offshore procurement, played a sub- 
stantial part in other countries’ dollar earnings in 1953. The 
over-all level of these expenditures is not expected to decline 
in 1954, in view of already existing contracts and commit- 
ments. 

Although the moderate letdown in United States economic 
activity in the second half of 1953 was accompanied by a 
slight decline in imports during the closing months of the 
year, the recent and substantial increases in the gold and 
dollar reserves and in the economic activity of other coun- 
tries have somewhat improved the prospect that any mod- 
erate change in our imports from them will not have a sig- 
nificant influence on our exports to them. 


BASIS FOR CONFIDENCE 


It has been noted earlier that developments in the Amer- 
ican economy during the second half of 1953 were due largely 
to inventory adjustments. A review in this chapter of the 
major fields of expenditure and of the condition of agriculture 
suggests that outlays in most areas are likely to be well main- 
tained in the visible future. This justifies some confidence in 
the view that the adjustments now in process will not initiate 
a cumulative downward movement of the economy. 

There are additional grounds for confidence. One of them 
is that our financial institutions are fully capable of meeting 
all deserving credit demands, and are in a condition success- 
fully to withstand any strains to which they may be exposed 
as a result of business readjustments. Credit demands are not 
expected to tax the available supply of funds over the com- 
ing months. Business loans generally decline seasonally in the 
early months of the year. Nor do developments in the con- 
sumer-credit field or in the mortgage market suggest unusual 
levels of demand for funds. Commercial banks are in a highly 
liquid position, with two fifths of their large holdings of Gov- 
ernment securities maturing within one year, with their in- 
debtedness to the Federal Reserve System much reduced, and 
with increased power on the part of the System to lend to 
individual banks or otherwise augment their reserves, if this 
should be necessary. Similarly, other financial institutions- 
insurance companies, savings banks, and savings and _ loan 
associations—are in a sound condition and equipped to meet 
all reasonable demands in those areas of the market for in 
vestment funds in which they function. 

Many factors contribute to the strength and resilience of 
our financial institutions. Broadly speaking, the reserves held 
by commercial banks against potential losses on loans and 
investments are substantial, bank capital has increased, and 
funds are readily available to member banks from the Fed- 
eral Reserve System, in case of need. Large segments of the 
mortgage portfolios of banks and other lending institution 
are insured or guaranteed by federal agencies. The read) 
availability of funds to all but a small minority of depositor 
in commercial banks and savings banks, and of the funds d 
most shareholders of savings and Joan associations, is amp) 
protected by federal insurance. From the view point of it 
capacity to meet the needs of the economy for credit and it 
ability to withstand the strains that may be engendered by 
economic adjustments, our financial system was never stronget. 

The prosperity of the past dozen years has not been char 
acterized by extensive speculative developments in the com 
modity, security or financial markets. There has been no mani: 
festation of a dangerous speculative rise in urban and farm: 
land values, despite a record volume of residential building 
This has not been a period of reckless financial adventure 
either at home or abroad, such as characterized the twenties 

In evaluating the economic future it is also well to recal 
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the structural changes in our economy that serve to bolster 
consumer income as a key support of prosperity. The social- 
security programs supplemented by private pension systems 
mitigate the effect of any decline in earnings. The unemploy- 
ment-compensation system especially operates as a stabilizer, 
since benefit payments rise while pay-roll tax receipts decline 
in a time of increasing unemployment. The federal tax struc- 
ture, which is based mainly upon individual and corporate 
income taxes for sources of revenue, also operates in ways to 
cushion the effects of recessionary influences. As incomes move 
downward, tax collections likewise decline—relatively more 
than incomes—and thus help to sustain both consumer ex- 
penditures and business investment. In addition to rising 
social-security payments and declining income taxes, which 
serve to cushion economic decline, agricultural price supports 
help to protect farm incomes. 


NEED FOR ECONOMIC PREPAREDNESS 
Impressive as are the factors which justify confidence that 
the current settling of business activity will stay within rel- 


PATHWAYS 


The opening chapter of this Report stressed the need for 
an expanding economy and set forth in general terms the 
role of Government in establishing the requisites of progress. 
There followed a review of economic developments during 
1953, including the directions taken by public policy, and 
an appraisal of the current economic situation. The conclu- 
sion was reached that our economy is basically strong, that 
the current economic readjustment seems likely to be brief 
and self-correcting, but that the situation must not be viewed 
with complacency. 

Our economy today is marvelously prosperous by any his- 
torical standard. Employment is high, prices are steady, and 
wages and profits are generally satisfactory. Consumer ex- 
penditure is being maintained. Investment in housing, busi- 
ness plant and equipment is continuing, in the aggregate, at its 
recent very high level. So, too, is governmental spending, with 
the outlays of State and local governments offsetting in large 
part the recent downward tendency of federal spending. And 
while total output and employment have declined somewhat 
since mid-1953, creating unemployment in some localities, 
the economy as a whole has been shifting from operations at 
forced draft to normal levels of peacetime operations. 

But it would be imprudent to stop with this still picture of 
an economy that is in motion. This Government recognizes 
that it makes a vital difference whether an unemployment 
rate of 3 per cent is reached by rising up to that figure or de- 
clining to it, and whether the rate of increase or decline is 
high or low. True, the contraction of economic activity in the 
past six months has been small and largely confined to re- 
duced spending by businessmen for additions to their inven- 
tories; but there can be no assurance that the decline will not 
be extended to other categories of spending. If we could be 
certain that the contraction in industrial activity now in pro- 
cess will remain an inventory adjustment, the Government 


atively narrow limits, it should be recognized that periods of 
readjustment always carry risks with them. Continued im- 
balance could result in cumulative effects, as one sector of the 
economy reacts upon another. Such reactions are partly psy- 
chological in character, but they are nonetheless real. A rel- 
atively slight fall in the level of activity, if interpreted as a 
harbinger of further declines, could lead consumers whose 
incomes have remained unchanged to start curtailing their 
purchases because they either fear a loss of income or hope 
for bargain prices later. If businessmen regard the first drop- 
ping off in orders as an occasion for curtailing their programs 
of capital investment, they could spread and intensify the 
difficulties they fear. 

These possible attitudes are illustrations of what are some- 
times referred to as psychological repercussions. Whether they 
take one form or another, they could become impediments to 
smooth adjustment. To avoid the adverse consequences that 
existing uncertainties might generate, the Government should, 
and can, make clear its ability to face them and to take the 
steps necessary to deal with them. 


TO STRENGTH 


might stand aside, content that the measures already taken 
will suffice. But there can be no certainty in these matters. 
Prudence as well as zeal for economic improvement require 
that public policy contribute both to the immediate strength 
of the economy and to its long-term growth. 

There are two classes of actions that we should take within 
the current year to build a stronger economy. 

First, we should take bold steps to protect and promote 
economic stability—by modernizing unemployment insurance; 
by broadening the base and benefits of old-age and sur- 
vivors insurance; by permitting a longer “carry-back” of losses 
for tax purposes; by granting broad discretionary authority 
to the Executive to alter, within limits and appropriate to 
changing circumstances, the terms of governmentally insured 
loans and mortgages; by establishing a secondary home- 
mortgage market; and by making improvements in the plan- 
ning of public works programs. 

At the same time, we should take action to stimulate the 
expansive power of individual enterprise—by revising the 
tax laws so as to increase incentives and to remove certain 
impediments to enterprise, especially of small business; by 
improving credit facilities for home building, modernization, 
and urban renewal; by strengthening the highway system; 
and by facilitating the adjustments of farming to current con- 
ditions of demand and technology. 

These measures for strengthening our economy constitute, 
taken together, a program of immediately advisable action. 
It is not a legislative program of emergency measures, for the 
current situation clearly does not require one. Instead, it is a 
program for stimulating economic growth and minimizing 
any chance there may be of serious economic difficulty in the 
future. The program will contribute materially to the requi- 
sites for continued economic progress set out at the beginning 
of this Report. 


REFORMING THE TAX STRUCTURE 


The present federal tax system is the result of a long suc- 
cession of congressional enactments in response to the great 
increase in the activities of Government during the past gen- 
eration. During this time, many new federal taxes were 
imposed and steep increases were repeatedly made in the 
rates of such established taxes as those on personal and cor- 
porate incomes. Federal taxes were increased in the ’30s to 
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defray part of the costs of a broad intervention by Govern- 
ment in economic affairs, largely directed at relieving distress 
caused by unemployment and lower prices and incomes. Taxes 
rose still further during the ’40s, as a result of huge federal ex- 
penditures for military purposes during World War II, and— 
after the war—for financing national security and reconstruc- 
tion abroad. The controlling consideration in increasing taxes 
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was the urgent need for revenue, and inadequate consideration 
was given to the long-run effects of tax increases on incentives. 

There is evidence that the present structure of the federal 
tax system—irrespective of the revenue level—contains many 
features that are unnecessarily restricting economic progress. 
Some features lead taxpayers to resort to devices for evading 
tax payments. Some lessen productive effort or lead to less 
efficient management of resources. Others may dampen con- 
sumer expenditures and business investment. 

These adverse effects of the current federal tax system on 
the growth of the economy have not become fully apparent, 
because of inflationary conditions that have prevailed during 
most of the past decade. A tax system that may have been 
tolerable under inflationary conditions, if left unchanged, 
cannot be expected to be consistent with the requirements for 
maximum economic growth and stability—after inflation has 
been stopped. 

It is therefore timely to readjust the federal tax system to 
serve the interests of a dynamic and growing, but noninflation- 
ary, economy. The structure of the federal tax system can and 
should be altered so as to apportion the burden more equitably 
among taxpayers, to unleash new incentives to economic 
growth, and to make the system operate more effectively as 
an economic stabilizer. The opportunity to improve the tax 
structure should be seized promptly, even though general re- 
ductions in tax rates must be deferred. Among the paramount 
objectives of federal tax reform are those of providing greater 
equity to consumers, providing more powerful incentives for 
work, investment, employment, and efficient management, and 
making the tax structure more stabilizing in its operation. 
These objectives will not be achieved quickly; yet the broad 
directions of reform are clear enough. With long-run goals in 
view, it is possible to move toward them, step by step. 

As it becomes possible to reduce the experiditures of the 
Federal Government, without impairing the performance of 
necessary functions or shirking responsibility for maintaining 
a stable and prosperous economy, taxes should be brought 
down. Such reductions will usefully widen the area of private 
economic activity. 

A beginning was made in the application of these principles 
on January 1 of this year, when the excess-profits tax was 
permitted to expire and when a reduction in individual income 
taxes averaging about 10 per cent for most taxpayers brought 
such taxes back to pre-1951 levels. These actions have im- 
proved the outlook for investment, as previously noted. They 
have also released consumer income for expenditure, and 
thus again provided a timely stimulus to the economy. The 
force of this stimulus was somewhat reduced, though by no 
means offset, by the concurrent rise of 1 per cent in the com- 
bined employer and employe rates of tax on pay rolls for old- 
age and survivors insurance. 

The continued large requirements of the Federal Govern- 
ment for revenues to meet expenditure for national security 
and other purposes, combined with the current condition of 
the American economy, which is marked by a reassuring meas- 
ure of price stability and a high level of operations, make it 
unwise to enact a further broad reduction in taxes at this 
time. But some structural changes in the federal income taxes 
cannot be postponed. Among the changes that have been rec- 
ommended in the budget message, several have a significant 
bearing on the growth and stability of the economy. 


GREATER EQUITY TO CONSUMERS 


Irrespective of the level of personal taxation, inequities that 
are present in the structure of the personal income tax should 
be removed promptly, particularly for widows and widowers 
who employ assistance for child care in the home; for families 
with dependent children who earn more than $600 a year; 
for widows and widowers, with dependents, who should be 
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accorded the same privileges of “split income” that are ac- 
corded to married couples; for persons struck by the misfortune 
of heavy medical expenses; for employers who contribute to 
medical insurance and pension plans; and for annuitants who 
should be able to recover within their life span, free of income 
tax, the savings they have invested. These faults can be 
remedied, at comparatively small loss of revenue, with re- 
sultant gains to the welfare, morale, and feeling of justice of 
individual taxpayers. 


ENCOURAGEMENT OF ENTERPRISE AND 
EMPLOYMENT 


The present structure of business-income taxation is faulty 
in several respects. It leaves too little incentive for the as- 
sumption of risk by investors, and offers too meager a reward 
to enterprisers who assume high risks. It penalizes investment 
in the equity shares of enterprises, particularly small busi- 
nesses, in comparison with investment in bonds and other 
contracts of debt. It overburdens the person or the business 
whose income fluctuates from year to year in comparison with 
the person or business whose income is comparatively stable. 

An important step in removing impediments to enterprise, 
particularly to the expansion of small businesses. was taken 
on Jan. 1, 1954; when the excess-profits tax expired. This im- 
post was perverse in its effects. It blunted the incentive and de- 
nied the financial means of expansion to enterprises with favor- 
able markets, low costs, or especially efficient managements. 

A number of additional tax measures should now be taken 
in order to strengthen the forces of growth in employment 
and production. These measures, which involve some immedi- 
ate sacrifices of revenue, contain the seeds of important future 
revenue gains to be reaped from the economic growth thev 
will stimulate. 

The period during which individuals and business corpora- 
tions may “carry back” net business losses should be increased 
from one to two years. This reform would encourage invest- 
ment by enabling a businessman to know in advance that, 
if his enterprise should suffer net losses, he could use these 
losses as offsets against the profits he made during not only 
the preceding year but also the vear before that. Thus, he 
could obtain.a refund of taxes which were, in effect, overpaid 
during the preceding two profitable vears. Such a lengthening 
of the carry-back period would reduce the risk assumed on 
new ventures of existing firms, especially those of smaller 
businesses for which new departures are likely to require the 
commitment of a considerable part of their capital. Essentially, 
it extends the equitable policy of averaging out results in good 
years and bad, in order to ascertain tax liabilities. Taken in 
conjunction with the reform measures that follow, it could 
greatly help to sustain investment and create jobs. 

Elimination of the double taxation of dividends should be 
begun by permitting the stockholder to credit part of the taxes 
paid by the corporation against his personal income tax 
liability. At present, income resulting from investment in the 
shares of American business corporations is doubly taxed, first 
in the hands of the corporation that earned it, and again in the 
hands of the stockholder who receives cash dividends from the 
corporation on his shares. Under current high tax rates, the 
Federal Government appropriates by far the largest share of 
the total income from investment in common stocks. The un- 
fair discrimination against investment in stocks creates difficul- 
ty for smaller businesses in raising money, and tends to divert 
venture capital into relatively riskless investments. For these 
reasons, our ultimate goal should be a substantial equality of 
treatment of interest on debt and dividends on stocks. A be 
ginning toward this objective should be made immediately by 
allowing a stockholder to credit against his own income ta\ 
some part of the tax already paid by the corporation on divi- 
dends received by him. 
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Depreciation allowances should be liberalized. The climate 
for investment and economic growth would also be improved 
by granting investors more freedom in their choice of meth- 
ods of writing off investments in buildings, machinery, and 
equipment. An investor usually has a clearer and more certain 
view of the profits from an investment a few years ahead than 
of returns in the distant future. If he is permitted to charge off 
a substantial part of the ccst of an investment against foresee- 
able net income, and thu: recover a good part of his capital 
quickly, he will be more disposed to invest. Many investments 
will not be made at all unless there is a favorable chance of a 
short pay-out period. A business should be able to write off the 
major part of the cost of a capital asset during the first half of 
its useful life, if it desires to do so. Recent experience with 
accelerated amortization of defense-plant facilities suggests 
that rapid depreciation allowances provide strong inducements 
to investment. The step proposed here should not entail any 
ultimate loss of revenue to the Treasury, partly because deduc- 
tions for an asset would merely be shifted from later to earlier 
years and, more significantly, because of induced gains in the 
volume of investment and in industrial productivity. 

Treatment of research and development expenses should 
be clarified. At present, companies are often not permitted to 
treat unusual research or development outlays as currently 
deductible business expenses—a specially burdensome rule to 
small businesses because large firms with established research 
laboratories can usually make immediate deductions. In the 
interest of fostering rapid technological progress, taxpayers 
should be permitted to deduct research and development ex- 
penses currently. 

Accumulation of earnings needed for expansion should not 
be penalized. The present penalty tax on the accumulation 
of corporate earnings operates to discourage the growth of 
pall companies which are especially dependent on retained 
earnings for expansion. This handicap should be removed— 
without opening the door to avoidance of individual taxes by 
stockholders—by placing the burden of proof on the Govern- 
ment that a retention of earnings is unreasonable. 

Business income from foreign investments should be en- 
couraged. American capital and management skill can foster 
the economic development of other countries, as well as pro- 
vide export markets for our goods. Our tax laws should, at 
least, contain no penalties against investment abroad, and 
they might well offer some encouragement to it. This can be 
accomplished by taxing the business income after Jan. 1, 
1954, of foreign subsidiaries, or of segregated branches of 
American corporations which operate and elect to be taxed 
as subsidiaries, at a rate somewhat lower than the current 
relatively high corporate rate. In addition, the types of foreign 
taxes that may be credited against the United States income 
tax should be made more inclusive, the over-all limitation on 
foreign tax credits should be removed, and regulated invest- 
ment companies concentrating on foreign investments should 
be permitted to pass on to their stockholders the credit for 
foreign taxes now available for direct individual investments. 


INCREASING ECONOMIC STABILITY 


The federal revenue system now possesses large “built-in” 
potentialities for moderating economic fluctuations, as a result 
of its heavy reliance on the taxation of incomes, the keen 
sensitivity of incomes to business conditions, and the pay-as- 
you-go methods of personal-income tax payment. It is desirable 
that federal revenues should rise and decline promptly with 
changes in economic conditions. Additional steps should be 
taken to move toward a current basis of payment of corporate 
income taxes. 

The potential contribution of the tax system to economic 
stability could be enhanced by speeding up refunds of over- 
payments of taxes in all cases where administrative procedures 
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make this feasible. Under current pay-as-you-go procedures, 
an indivdual taxpayer is permitted to credit an overpayment 
against his income tax of the following year or to file a claim 
for a refund. Most overpayments are due to withholdings of 
taxes on salaries and wages which prove to be excessive be- 
cause of unanticipated changes in the taxpayer’s employment 
or family status, or to unexpected declines in his business or 
investment income which make previous payments on account 
of the declaration of estimated taxes too high. An individual 
must wait for a refund of his overpayment until after his re- 
turn for the taxable year is filed—usually a period of many 
months. Speeding the refund of overpayments could improve 
the economic impact of the individual income tax during a 
business downturn, just as the prompt increase of estimated 
tax payments by taxpayers during a period of rising incomes 
and economic activity now serves to restrain the expansion. 

Increasing the carry-back period of business losses from one 
to two years, as recommended previously, would also make it 
more desirable to speed up refunds of overpaid business taxes 
in the interests of economic stability. At present, a business 
may stop making payments of estimated taxes due on net in- 
come of the preceding year if a carry-back of its current year’s 
losses is believed to cancel the liability. But if current losses are 
large enough to entitle the business to a refund, it is required 
to wait for the refund until some time within 90 days after the 
filing of its return—perhaps 6 months after the end of the tax 
year. Clearly, a 2-year carry-back period would increase the 
amounts of.overpayments and of refunds. Yet the cash position 
of a business suffering losses and entitled to tax refunds needs 
to be bolstered promptly. Hence intra-year refunds of such 
overpayments would aid in stabilizing business operations. 

There are difficult administrative problems to be solved be- 
fore the Federal Government can accelerate tax refunds, with 
assurance that the public interest will be protected. These 
problems are now being studied. 


PATHS OF FUTURE REFORM 


The specific measures that have been recommended by no 
means exhaust the opportunities for making our federal tax 
system serve better the cause of stable economic growth. They 
are merely first steps along a path of reform that should be 
followed during coming years. The whole structure of federal 
taxation needs thoughtful re-examination from the point of 
view of its long-run impacts on employment and over-all 
economic stability. Among the important subjects for future 
study are the following: the role and effects of federal excise 
taxation; the level and rate structure of our personal and 
corporate income taxes; and the taxation of capital gains. 
Those aspects of federal taxation and finance which relate to 
the division of responsibilities among the federal, State and 
local governments are now under study by the Commission 
on Intergovernmental Relations. 

In any revision of the capital-gains tax, it would be desirable 
to assign a high priority to an increase in the amount of net 
capital losses on new investment by individuals, that may be 
offset against ordinary income. At present, an investor whose 
ventures turn out to be unprofitable in a certain year is allowed 
to deduct a maximum of $1,000 of his net capital loss from 
ordinary income during that year, and during each of the five 
succeeding years, in figuring his income tax. By increasing 
the amount of the allowable offset to, say, $5,000 per annum, 
the climate for risk assumption could be improved and the 
equity of the tax increased. This proposal would also foster 
investment in relatively small enterprises. An investor would 
be encouraged to try new fields of operation if he knew in 
advance that his misfortune, as well as his fortune, would be 
shared by the Federal Government. Limitation of the in- 
creased offset of capital loss to new investments would keep 
the revenue loss to the Treasury at a minimum. 
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new pes without 
new stockholders!! 


IT CAN BE a heartbreaking situation 
when, after years of work and loyal sup- 
port by original stockholders, a company 
must find working capital by taking in 
new stockholders. Family or individual 
holdings are diluted, control can be 
shifted and even the company’s ability 
to obtain necessary credit reduced. 


HELLER COMMERCIAL FINANCING pro- 
grams have been the answer for many 
businesses faced with the problem of 
inadequate operating funds. You use 
our funds to meet your requirements 
without having to meet maturities—in 
effect, as capital. Heller commercial 
financing fills the void without exercis- 
ing control over management or par- 
ticipation in profits. 


THE CONVENIENCE and adaptability of 
our services is recognized nationally as 
we supply in excess of $500,000,000 
annually to industry. 


TO LEARN THE FACTS about this un- 
usual service, write for a free copy of 
our brochure Operating Dollars for 
Every Business. You are also invited to 
consult us, by letter or in person, about 
specific financial problems. There’s no 
obligation. 


Walter E. Heller & Company 


CUREOUURERTIE 


Bankers Building 
Chicago 90, Illinois 
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Ten East Fortieth St. 
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Banks Cautious—but Money 
To Lend Is Still Plentiful 


Bankers, eying a shifting busi- 
ness picture, plan to go right on 
lending—but cautiously. 

They say you'll get your loan— 
if you’re a good risk. 

Loan officers, meeting to lay 
plans for 1954, look for nothing 
worse than a temporary letdown 
—an easing in pressures. 

Here’s what bankers are tell- 
ing each other when they talk 
over their problems and plans. 

CHICAGO 


Bank officers who decide whether 
you get that loan you need—or a re- 
newal of your old one—are looking for 
“further business declines” for a time 
in 1954, but no “major slump.” De- 
clines are to bring no drought in lend- 
ing money. 

Consensus of bankers gathered from 
all over the country seems to be this: 

The letdown is, for the most part, “an 
inventory recession—a small one.” And 
t “has a way to go vet.” Bankers can 
agree on those points. Beyond that, 
there’s some difference of opinion about 
the shift in business activity. 

As to their own plans, bankers promise 





there will be no shutting off of needed 
credit. Loans will not be called widely, 
Money may be a bit cheaper soon. Busi- 
nessmen and consumers who are “good 
risks” will find bankers “delighted to 
lend.” 

This, at least, is the impression given 
by most of the 1,500 bank loan officers 
who just met here in Chicago to trade 
notes and discuss how they should 
handle their depositors’ money in “a 
changed economic climate.” 

What these bankers who attended the 
American Bankers Association’s annual 
credit conference had to say to each 
other—and to U.S. News & World Re- 
port—has important meaning for near- 
ly every business and family in the 
country. 

What's happening, bankers agree, is 
largely the result of a trimming of busi- 
ness inventories. Consumers haven't cut 
their spending much. Nor has Govern- 
ment. But sellers and producers, cutting 
back their own orders and selling off 
stock, have reduced the need for factory 
output. 

Result is an end to overtime and, in 
some lines, a small epidemic of layofts— 
unemployment. That, report the bankers, 
has led consumers to buy a bit more 
cautiously. And this, in turn, has con- 
vinced merchants even more strongly 


that their inventories are too large. 
(Continued on page 88) 
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BANKER AND CLIENT 
. . . no drought in lending money 
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STOCKS that have never missed 


an annual dividend in 25 to 170 years 





NITED’S Annual Report covering stocks on leading Exchanges and Over-the- 
Counter that have paid dividends without a break for 25 to 170 years, is just 

off the press. This list of dependable dividend-payers includes 115 stocks that have 
paid regularly for more than 50 years; 17 for over 100 years, and two that have not 


missed an annual payment in 170 years. 
Many Sound Issues 
Yield 6% to 8% 


Consider the added income you would realize by placing a 
part of your funds in some of these long-time dividend payers: 


$5,000 deposited in a bank at 212% yields........ $125 
$5,000 in the best bonds at 344% produces....... $163 
$5,000 in common stocks at 6% gives you........ $300 


There are many stocks in this study yielding 6% to 7%. Investors 
willing to take a “business man’s risk” will find long-time dividend- 
payers that yield 7% to 9%. 

From this study of 315 companies with distinguished dividend 
histories, our Staff has made selections to meet any investment require- 
ment. There are attractive low-priced dividend-payers selling from 
10 to 25; new-product stocks with large growth potentials; deflated 
issues selling as much as 30% below recent highs; and 
other attractive selections as outlined in 
the right-hand column. 


SEND FOR YOUR |\ 
COPY TODAY... 


Accept the liberal offer below, and receive 
this exclusive Report on 315 Outstanding 
Stocks and a 4-Weeks Trial Subscription to 
UNITED Service —an organization with 

34 years’ experience in counselling investors. 
UNITED Business and Investment Reports are 
now used by more individual investors than 


any other Investment Advisory Service. 




















To make this of immediate value to you, 
our Staff has selected the following issues 
as having special attraction today: 


10 DEFLATED STOCKS 


These issues, with exceptional dividend 
records, priced today 20% to 30% or more 
below recent highs, represent sound values 
at current price levels. 


10 FOR HIGHER DIVIDENDS 


Stocks that give you a yield of 7% to 8.7% 
in strongly established companies whose 
current earning power indicates a con- 
tinuance of the generous income return. 


10 STOCKS FAVORED 
BY INSTITUTIONS 


High quality issues, held by bank 
trust departments, pension funds, 
investment trusts and colleges; a 
good cross-section investment in 
American industry. 


10 GROWTH STOCKS 


In the forefront, of technical 
progress, with emphasis on re- 
search and substantial reinvest- 
ment of earnings, these long-term 
dividend- payers offer rich re- 
wards to patient investors. 








Yours with Special 4-Weehs' TRIAL Subscription 











To introduce the many valuable features of UNITED | 


Business and Investment Service to new readers, we 
will send this Report on 315 Long-Time Dividend- 
Paying Stocks together with the next four issues of $] 
the weekly UNITED Service............seeeeees 
ACT Now! Fill in name and address and 
* mail coupon now with only $1. 


Air Mail for the above $1.25 [_] 


UNITED BUSINESS SERVICE 


210 NEWBURY STREET BOSTON 16, MASS. 


Serving more businessmen and investors than any other investment advisory service. 








Beutly- 


in BUDGET STEEL DESKS 








gun 40 much for so 


Yes, at budget prices, Haskell 
gives you many fi 
found only in higher-priced 
desks — beauty, efficiency, 
custom-quality and comfort. 


GREAT NAME IN BUDGET STEEL 





See your dealer, or write for brochure 


HASKELL, INC. 


303 E. Carson St., Pittsburgh 19, Pa. 








IMMERS = TRANSMISSION - 
AND CONVEYOR MACHINERY. 


THE WHELAND 
COMPANY 


CHATTANOOGA 2, TENN: 
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, ...Trade is off but 
it’s still very high” 


Bankers, though, are not exactly pan- 
icked by this turn. 

“This is primarily an inventory reces- 
sion, all right,” says a New York banker, 
“but a small one with no real danger in- 
volved. We've needed for a long time to 
get back to a more normal business in 
which sellers have to sell—and watch 
their costs.” 

“Unemployment? Yes, it’s up,” con- 
cedes the New Yorker, “but it’s. still 
peanuts. Trade’s off somewhat, sure, but 
it’s still very high.” 

Bank loans, meanwhile, are still be- 
ing made. Decline in those loans, 
bankers explain, is due largely to the 
shrinking demands made on banks by 
consumers and businessmen. And _ part 
of that is a normal seasonal trend. 

Loans are not being called widely— 
and will not be—bankers promise. 

Some pressure, to be sure, is being 
applied to bank customers to get on 
sounder financial ground—to pay off ex- 
cessive loans, to get rid of stocks where 
too large. As one banker puts it, “We're 
separating the men from the boys, but 
cutting off credit only where necessary to 
protect our depositors.” 

Money, bankers agree, is to be plenti- 
ful in months ahead. Businessmen, con- 
sumers, home buyers will find credit am- 
ple. 

“We've got money to lend right now 
to good risks,” says an Indiana loan offi- 
cer, “and money will get somewhat 
more plentiful in the months ahead.” 

From Oklahoma: “We’re looking for 
good loans now, and always. But we 
don’t lend money to be philanthropists— 
we want to know how and when our 
borrower can pay back, what his out- 
look is.” 

Few bankers doubt that they'll be un- 
der heavier pressure to lend soon—pres- 
sure from inside their banks. They ex- 
pect Government money managers to 
keep bank reserves superabundant in 
months ahead, at a time when even a 
normal seasonal pattern calls for smaller 
and fewer loan applications. Bankers in 
that situation will have to find some- 
thing to do with their depositors’ money— 
keep it working to earn interest. That 
can make money cheaper to hire. 

Conference speakers, taking a close 
look at credit policy in “this changing 
period,” illustrated the banker’s conflict 
of pressures: 

“We have a responsibility to the fac- 
tories that produce consumer goods, to 
the distributors of these goods, to the 
retail dealers who sell them, to the indi- 
viduals who buy them, and to the in- 
(Continued on page 89) 











PREFABRICATED HOME 
MANUFACTURERS’ INSTITUTE 


Much More House.. 


FOR THE SAME MONEY! 





.-.- Just one of the reasons for the 


SWING TO PREFABRICATION 


Ask any owner why he decided in favor of a 
prefabricated home and he'll tell you prefabri- 
cation’s modern methods give him more house 
and a better house for the same money. 

It’s a fact. It’s the reason for the five-year 
trend to prefabrication that continues to gain 
momentum as more and more home owners, 
builders and lenders discover its many advan- 
tages over conventional construction. 

Investigate prefabrication as the answer to 
class market homes at mass market prices. A 
PHMI member firm serving your territory 
will be glad to give you full information. 





904 20th St. N.W., Washington, D.C. 












CHANGES OF ADDRESS 


Notice of change of address should be sent not less than 
two weeks prior to the date change becomes effective. 
Send the address at which copies are now being received 
and the new address at which you wish to receive copies, 


U.S. News & World Report 
Circulation Department 
435 Parker Ave., Dayton 1, Ohio 


WELL, WELL 

People who wonder where we get 
our drinking water 
are reassured when 
we show them 
our own ar- _, 
tesian wells, § 
840 feet 
deep. 


CHALFONTE ~~ HADDON HALL 


on the Boardwalk, Atlantic City, N.J. 
Owned & operated by Leeds & Lippincott Co. for 64 years 
Write for illustrated folder 



















THE TEXAS COMPANY 
206th 


Consecutive Dividend 








A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on March 10, 1954, to 
stockholders of record at the close 
of business on February 5, 1954. 
The stock transfer books will re- 
main open. 
Rosert FIisHer 


January 22, 1954 Treasurer 
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...‘Production has 
overtaken consumption” 


dividual borrowers who come directly to 
our banks for a multitude of purposes.” 

Then, again: “We must always make 
gedit available for sound purposes . . .” 
But: “We not only protect our deposi- 
tors money—at times we must protect 
our depositor against himself. If a loan 
is made when financial conditions do not 
justify it, then we have endangered our 
borrower as well as our depositor . . 
Bank lending policy in 1954 should em- 
phasize caution just a little more than 
has been the style for several years.” 

Reason for cutbacks in business buy- 
ing is something bankers don’t see alike. 

“Production on the whole has over- 
taken consumption,” says one Southeast- 
em bank executive. Years of record in- 
vestment in new plants and machinery 
are paying off in output that is starting 
to satiate family demands for goods. 

“One result,” says this banker, “has ap- 
peared nation-wide in the heavy pressure 
on automobile dealers from their fac- 
tories to absorb the 1953 production. 
Failure among auto dealers has begun to 
appear.” 

Now, bankers report, merchants all 
over the country are resisting pressure 
er suppliers, cutting stocks. 

A Chicago banker thinks it’s “just a 
general—and natural—psychological let- 
down” from the high-pressure war peri- 
ods. “We couldn’t keep up that tempo 
forever, could we?” he asks. 

Price prospects appear to be the big 
factor to some other bank loan officers. 

“Many businessmen look for lower 
prices on some things before long,” says 
a Midwestern loan officer, “and they’re 
igetting set for it. What would you do 
‘if you expected price declines—rush out 
and buy? You wouldn't want to be caught 
with a big, high-priced inventory, would 
you?” 

Only a few bankers cite reduced Gov- 
emment spending as a big influence. 

How long it will last is a question 
inat finds more agreement. “A few 
months more” is about all most bankers 
think a readjustment should take. A few 
mention “a year or two.” 

As a Wilmington, Del., banker sees 
the picture: “This letdown has two or 
three months to go, at least—and we 
need the readjustment.” 

And from Memphis: “We don’t look 
for any real upturn this year. Business 
will be good, though.” 

Bankers are anything but pessimistic. 
Most feel that the big inventories are in 
other cities—not theirs. 

“Our merchants are not very heavily 
stocked,” reports a small-city banker in 

(Continued on page 90) 
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to 10,000 miles 
and 
11 states later! 








IN 1852, the Mississippi Levee at St. Louis welcomed the first 
locomotive west of this great waterway . . . to provide service along 
the first five miles of new Pacific Railroad track. 


It marked the beginning of a new era... one of growth... for both 
the West-Southwest and MISSOURI PACIFIC LINES. For, out of that 
unloading scene of the first locomotive grew a 10,000-mile railroad 
network serving shippers and travelers in the West-Southwest with 
a modern-progressive transportation system. 
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EVER BEEN 
MEASURED 
FOR A 
CHAIR? 





When you want perfect fit...it’s the 
custom-tailored suit. And when you want 
perfect comfort ... it’s the Harter 66 
chair. You custom-fit it exactly to your 
own stature. Five easy, yet precise, con- 
trols do the trick. Without all these ad- 
justments the average chair gives only 
average comfort. That’s why, if you 
want superlative comfort, the Harter 
66 is your chair. 
Write for infor- 
mative booklet 
“Posture Seating 
Makes Sense.” 
We'll send name 
of your nearest 
Harter dealer. 
Harter Corpora- 
tion, 204 Prairie, 
Sturgis, Mich. 


MODEL 66 


 WART 














STURGIS, M HIGAN 
POSTURE CHAIRS 
With more than 645,000 


First net paid circulation week- 
in ly, “U.S. News & World 
Report” is the only major 


circulation 
growth 


weekly magazine which 
the 


tion it had six years ago. 


has doubled circula- 











If you're trying to locate a prominent 
visitor to Baltimore—save time—try 
the Lord Baltimore first. 
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... Banker says people 
can buy if they want to 


Illinois, “but the rest of the country has 
some trimming to do yet.” That same 
impression comes from bank executives 
in New Rochelle, N. Y., Montgomery, 
Ala., Los Angeles, St. Louis, St. Joseph, 
Mo. 

What can end the slump? Bankers 
are even less sure about that one, but 
most prescribe “confidence.” 

A Delaware banker expressed it for 
most bankers: “If consumers and_busi- 
nessmen don't keep their confidence, then 
what can bring us out of it? When 
there’s more confidence, there'll be more 
buying.” 

More aggressive business is the an- 
swer offered by others. An Evansville, 
Ind., banker looks to “new and improved 
products, more selling, sound business 
methods—perhaps some price cutting. 
People have lots of money—they can buy 
if they want to, and they'll want to if 
they're sold properly.” 

A St. Louis banker sums it up: “If this 
thing doesn’t last too long, we'll be all 
right—it could go sour, of course, but 
we don’t look for it.” 


Quick Tax Cuts 
Get New Backing 


Enthusiasm for tax cuts, in a Congress 
dedicated to getting itself re-elected next 
November, is getting out of hand—the 
President’s hand, that is. 

A top Administration leader in Con- 
gress—House Speaker Joseph W. Mar- 
tin, Jr..—now urges sharp reductions in 
excises in direct conflict with Mr. Eisen- 
hower'’s desire to keep excise revenues 
undiminished this year. The Speaker, 
whose proposal finds wide support in 
Congress, is only the latest to join the cry 
for more, bigger and quicker tax cuts. 

Chairman Daniel A. Reed of the House 
Ways and Means Committee is demand- 
ing new cuts in individual income tax 
rates, and standing flatly against the 
President's request to keep corporate 
rates and excise revenues at present 
levels. 

The congressional ‘hopper already 
holds many bills calling for a $100 rise in 
dependency exemptions. That would 
cost the Treasury 2.5 billions a year. 

These and scores of other tax-relief 
moves are demanded on top of cuts that 
took place January 1, and on top of doz- 
ens of relief measures involved in the big 
tax-revision plan already accepted by 
Mr. Eisenhower in his budget message. 
(Continued on page 91) 














Send A Copy 


lo Your Friends 
---WITHOUT CHARGE 


See ee ee ee ee ee ee ee a a, 








U. S. NEWS & WORLD REPORT 
24th & N Streets, N. W. I 
Washington 7, D. C. I 
Please send a free copy of J 
“U. S. NEWS & WORLD REPORT” J 
with my compliments to the persons | 
listed~ below: | 
[_] If possible, send the February 5, i 
1954, issue. 

I 

MD ic poasdpnuatsshasazhapaslvancsconotessiassaksnesnostentonsasses a 
i 

I ciris oc caacuskaush irathoas dadssnsaienakansoahansts fi 
I 

SOU cs chats ssobansnd scaahesmenbanen Oe: a ; 
eee i 

MD bs neve vans ches bapebasdulectotaevacedeisabeicnssapaineoasadacie 
I 

RMI cscnpe sauces naciescandonanorsstspnssnvenscheconcessazs I 
I 

RIM osins coschatesssncssbennsssesacen SD csssasee OUD cccresses | 
eee : 

iss cokstonvitepapieneeiabblensnetdiehnbn des cd tebieetieniceund ! 
I 

I soos re coctind concede sensanstncestseccnssddcvesseceest 
RUMNN . otiaciswadasecssuensanichouabok Risessuns SIGTO...0:0000 
eee } 

I 

Ti scasiaivccicns apohieweb ues ioe aaaeEacaaanaak eaadvaavbensannnits I 
I 

RINE i sss ccna cesswteciiceeckssakckossecvestasvceessets I 
RN cxseriscovenvosskechabasnceosseel ee aes I 
eee 

WUD Lic wihavsctakecbhpswoncencsubscaueauhasaehisbesiappindncanshien : 
I 

PN so sscvnscnbtevackenh ha inaieassecacapinctsasnatind | 
I 

Ri clvcvsipschwsnuiveedebshn sveceane a ee | 
eee 

Was vcisdades csbctanhsgspheuasevscesicascisiesioectiinaspeenees I 
I 

PMI cur dco vskcaah cdsnvucsasceetensisdivdenevGiecei stoves I 
| 

RN oxi, apne di erick ckpsubigeous AEE a 
I 

INI cessecessossessesechusdedhocessnnscaacpeveassesecécreae | 

I 

DRIDIDEE J <csesssciesacssvecencdbetsngnosbussbesdeccossesonel | 

t 

sesamccvawuaueh suancyicte cl fas dhalicvwes sndbwieetesyusstontecaele ' 











U. S. NEWS & WORLD REPORT, Feb. 5, 1954 


_ 




















tel 
lon 


Finance Week 


—nen 





...- Speaker Martin‘s idea: 
sharp cuts in excises 


These proposals, it’s agreed in Con- 
gress, will be hard to stop this year. 

Mr. Martin‘s idea is to reduce to 10 
per cent all excise rates now above that 
level. Taxes on liquor, tobacco and gaso- 
line would be excepted. The table on 
this page shows what the action would 





) mean to consumers in terms of prices. 


Most cosmetics and toilet prepara- 
tions, for example, are taxed at 20 per 
cent. That’s a dime on a 50-cent can of 
talcum. The Speaker would trim that to 
10 per cent—a nickel. 

Many other consumer products would 
get this same treatment. Furs, jewelry, 














What Proposed Cuts 
in Excises Mean 
Price at Probable 
Present Price With 
Excise Rate Excise Cut 
Fur coat $480.00 $440.00 
Diamond ring 360.00 330.00 
Suitcase 48.00 44.00 
Perfume 6.00 5.50 
Theater 
admission 1.20 1.10 
Club dues 120.00 110.00 
Local 
telephone bill 11.50 11.00 
Long-distance 
call 5.00 4.40 
Telegram 2.30 2.20 
Transportation 
fare 46.00 44.00 
Electric-light 
bulb 25 .24 
Camera 100.00 94.00 
Fountain pen 15.00 14.50 
Cigarette lighter 10.00 9.70 
Golf clubs, set 75.00 72.50 
luggage, handbags, theater admissions, 


all carry a 20 per cent rate now. So also 
do electric-light bulbs, safe-deposit boxes, 
most cameras, film and other photo 
equipment. Club initiation fees and dues, 
a few other items are taxed at 20 per 
cent. Tax on all these would be halved 
by the plan. 

Long-distance toll charges would get 
even sharper tax cuts. Rate on those— 
now 25 per cent—also would go to 10. 

Some other products and services— 
now taxed at 11 to 15 per cent—would 
get smaller tax cuts. 

Still other items would be unaffected 
they already are taxed at 10 per cent 
or.less. That goes for automobiles, radios, 
television sets, most appliances, and a 
long list of other products. 
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Michaels “Time-Tight” display cases rate high among discriminating 
buyers. They are tops in design, quality, structural features, appearance 


and usefulness. In “Time-Tight” 


cases displays are at their best. Visi- 


bility is perfect. Construction details, one of which is Innerlocking 
frames, exclusive with Michaels, reduce to a minimum the possibility 
of theft as well as the ingress of dirt, vermin and moisture. 


Made in a wide range of sizes and styles 


“Time-Tight” cases meet vir- 


tually all the exhibit requirements of universities, schools, science lab- 
oratories, museums, art galleries, libraries, industrial exhibits and 
others. Write for literature which gives complete information. 


THE MICHAELS ART BRONZE CO., INC. 
242 SCOTT STREET, COVINGTON, KENTUCKY 


Manufacturers since 1870 of many products in Bronze, Aluminum and other metals 





Look over the advertise- 
ments in this issue. You'll 
notice how many differ- 
In ent kinds of business and 


products find it advan- 

good tageous to advertise in 
“U.S. News & World Re- 

company port.” Ask your advertis- 


ing agency for their facts 
on how the “magazine of 
essential news” may fit in 
your own advertising pro- 
gram. 
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(CAIN DIVIDEND No. 176 


An interim dividend of sixty cents 

(60¢) per share has been declared 

on the capital stock of The Borden 

Company, payable March 1, 1954, 

to stockholders of record at the 

close of business February 9, 1954, 
£. L. NOETZEL 


January 26, 1954 Treasurer 














How $5 saved me from 
an investment blunder 


From a Barron’s reader 


When a friend suggested I buy a certain stock, 
I thought it might be a good thing for me. 
That was some months ago. 

But before risking my money, I decided I 
ought to look further. I asked myself, “How 
does this stock compare fe others in value? 
How do its earnings and future prospects com- 
pare with other stocks?” 

So I took a trial subscription to Barron’s 
National Business and Financial Weekly. This 
cost me only $5, and it has saved me hundreds. 

In less than a month, I saw a number of at- 
tractive investment situations in Barron’s. Any 
one of them looked better for me than my 
friend’s suggestion—and I picked one. 

I was a My investment has gone up in 
value and pays me a good return—while my 
friend’s stock has gone “sour.” Thanks to Bar- 
ron’s I saved myself from a costly blunder. 


No other business or investment publication 
is like Barron’s. It is written for the man who 
makes up his own mind about his own money. 
It is the only weekly affiliated with Dow Jones, 


and has full use of Dow Jones’ vast, specialized 
information in serving you. 

In Barron’s you are shown what, where and 
why the intrinsic VALUES are, behind current 
security prices. You get clear, well-founded in- 
formation each week on the condition and 
prospects (the changing fortunes) of individual 
corporations—and on industrial and market 
trends. 


A trial subscription—17 weeks for only $5— 
brings you: Everything you need to know to 
help you handle your business and investment 
affairs with greater understanding and foresight 

. the investment implications of current po- 
litical and economic events .. . the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities. 


See for yourself how important Barron’s can 
be to you in the eventful weeks ahead. Try it 
for 17 weeks for $5 (full year, $15). Just tear 
out this ad and send it today with your check; 
or tell us to bill you. Address: Barron’s, 40 
New St., New York 4, N. Y USN-25 
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————Latest Indicators of Business Activity: 


The slow decline in business activity 
is still under way, accompanied by a 
further rise of unemployment and de- 
cline of interest rates. 

Steel operations were scheduled at 
73.8 per cent of capacity in the week 
ended January 30, against 74.1 the 
previous week, Tonnage was 21 per 
cent below a year ago. The price of 
steel scrap dropped to a new low as 
steel mills stayed out of the market. 

Auto output, after spurting in the first 
three weeks of January, began to fal- 
ter as major producers cut back their 
operations. A large flow of new pro- 
duction from factory to consumer is 
impeded by heavy dealer stocks of 
new and used cars. 

Television-set production fell to 95,000 
in the week ended January 15, about 
half the rate of a year ago. The indus- 
try is still trying to digest last year’s 
large accumulation of inventory. 

Factory output, at 130 on the indicator, 
is about 7 per cent below last year’s 
peak. 

Household-appliance producers find 
their inventories still a problem as 
shipments drop faster than production. 
Gas-range shipments fell to 132,400 
in December, a quarter below a year 
earlier. Washing-machine shipments 
fell to 200,000, down a third from a 
year earlier. Washing-machine stocks 
rose to 520,000 on January 1, more 
than double Jan. 1, 1952, or 1953. 

Carloadings of manufactured goods 
ran 14 per cent below a year ago in 
the week ended January 23. 

Unemployment is still rising. Layoffs, 
measured by new claims for unem- 
ployment. compensation, are well 
above the same period in other post- 


war years. Insured unemployment, 
now more than 2 million, is rising at a 
time when it should decline season- 
ally. By late January, unemployment 
apparently was about 2.5 million. 
Interest rates have dropped further. 
The yield on the latest issue of Treas- 
ury bills was less than 1 per cent, low- 
est since 1949. Treasury 3% per cent 
bonds, offered last year at par, rose 
almost to 107, then dipped as the 
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Source: FRB © 1954, By U.S. News Pub. 


Treasury announced new financing. 
Yields on Government, corporate and 
municipal bonds have sunk to the low- 
est in a year or more. 

Bank credit is contracting sharply. Out- 
standing loans to business and _ agri- 
culture fell 702 millions at weekly re- 
porting banks from December 30 to 


January 20, Loans to consumers fell 
84 millions. 

Installment credit, vital to the sale of 
consumer hard goods, is flowing into 
use at a slower rate, as the top chart 
shows. Merchants and lenders ex- 
tended new credit at a rate of 29.4 
billion dollars per year in November, 
10 per cent below last March. 

Shrinkage of credit extended on install- 
ment is due to the less-urgent need 
of consumers for hard goods and a de- 
cline in the ratio of credit sales to to- 
tal sales—also lower prices on some 
items, chiefly used autos. 

The drop in credit sales grows out of 
the economic forces now at work, 
Overtime pay has all but disappeared 
in many industries. Unemployment is 
up. Many working wives and older 
men have lost their jobs and with- 
drawn from the labor market. Con- 
sumers, merchants and_ bankers, all 
are cautious. 

The burden of installment debt is heav- 
ier now that incomes are down. Loan 
repayments, as the chart shows, have 
almost overtaken credit granted. If 
sales of hard goods drop 5 to 10 per 
cent this year, as many expect, an ex- 
cess of loan repayments over new 
credit will take dollars out of the 
stream of income and spending and 
reduce outstanding installment debt. 

Department-store sales in January 
dropped about 2 per cent from De- 
cember, equaled January, 1953. Soft- 
goods sales were up, hard goods down. 

Adjustments in business activity so far 
give no sign of spiraling into a rapid 
decline in activity. But there is little 
evidence yet that the present decline 
has run its full course. 
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>> The coffee situation won't be changed by Washington investigations. You 
will still have to pay a high price for your coffee. 
World coffee supply is just barely keeping abreast of demand. So, there's 





a scramble for coffee, prices skyrocket, and coffee drinkers holler. 

But remember this: American coffee drinkers don't have to worry about sup- 
plies. There's plenty of Latin-American coffee to meet U.S. needs. Most coffee 
countries will fill American orders before others, if a choice has to be made. 
American buyers' dollars give them an advantage. 

Investigations by the Federal Trade Commission or congressional committees 
into possible coffee speculation will put a psychological damper on the coffee 
market. But they won't affect retail coffee prices much. Investigations can't 
produce any more coffee beans than there are. 








>> Coffee-supply picture is to get gloomier, if anything. Here's why: 

Brazilian crop, now being marketed, is even smaller than expected a few 
weeks ago. Beans, produced during a drought, are lighter in weight than usual. 

Exports of Brazilian coffee in the year ended June 30, 19535, came to 15 
million bags. This season's exportable crop is estimated at 13 to 14 million. 

For next season, the estimate is 13 million for a crop heavily damaged by 
frosts last summer. Many young trees were damaged or killed. 

Carry-over stocks of coffee in Brazil are below normal levels. 

Brazil is by far the largest coffee producer. Expected increases in 
Colombian, Central American and African crops will only partially make up for 
the short Brazilian crops. The upshot: World supplies will be very tight for 18 
months, at least, if coffee consumption stays at present high levels. 




















>> There's an outside chance, though, that coffee consumption will fall off. 

American threats of cutting down on coffee drinking, shifting to other 
beverages are heard widely. Per capita consumption did drop off in 1950 when 
coffee prices shot up. It could happen again. However, the coffee habit is 
deeply ingrained. A thoroughgoing breakaway is hard to visualize. 

But_it's different in Europe. During the war, Europeans found they could 
get along with little or no coffee. They may well cut their coffee buying at 
these price levels for economic reasons. Government import controls in many 
European countries could force this action, if necessary. 

European market for coffee is the biggest, aside from the United States. 
Europeans now drink almost half as much coffee as Americans. 

If European buying sloughs off, the coffee-supply squeeze will ease. 

But don't look for sharply lower coffee prices any time soon. 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> Now, what about tea as a substitute for coffee? Tea is high-priced, too. , 
Tea prices recently moved up to record levels in the London market. 
Tea-price rise has paralleled the coffee rise during the last month or so-= 

but in a less spectacular way. There may have been some recent shifting from 
coffee to tea by American consumers. But the big increase in demand for tea has 
been in Britain since tea was taken off the ration list. 

India, the big tea producer, is keeping a curb on the crop, regulates 
exports and prices. The Indian Government well remembers the threat of a tea 
Surplus just back in 1952. 

Odds favor continued high tea prices. 





>> And if you substitute cocoa for coffee or tea, you can't win either. 

Cocoa prices are just about the highest ever, because of short supplies. 

World cocoa-bean crop for the 1953-54 season will decline about 7 per cent 
from the previous season, according to the U.S. Department of Agriculture. 

Most of the decline is in West Africa where weather conditions have been 
somewhat unfavorable. Western Hemisphere output continues to gain. 

American cocoa buyers are again objecting to London about the marketing 
system in West Africa, producer of half the world's cocoa. Complaint is that 
the incentive of present high prices doesn't filter through to the native gath- 
erers of cocoa beans. Natives are paid a set price determined before the season 
Starts. Marketing boards in the Gold Coast and Nigeria sell the cocoa for what 
it will bring in the world market. The difference between the two prices goes 
into cocoa research, campaigns against cocoa diseases, new plantings. High 
market prices, therefore, don't stimulate harvesting of cocoa beans. 

Candy makers, at these cocoa prices, are forced to thinner chocolate coat- 
ings, smaller candy bars, increased price tags. 

The nickel candy bar may become a thing of the past. 























>> In a world starting to groan under surpluses, cocoa, tea, and coffee are 
standout shortages. Ironic fact is that the American consumer pays through the 
nose, whether there are surpluses or shortages. Farm surpluses are taken off 
the market by the Government, keeping retail prices high. Where there are 
shortages, prices also are high. You just can't win. 











>> The Randall report on foreign economic policy of the U.S. didn't cause any 
handsprings abroad. Randall recommendations for liberalizing U.S. trade didn't 
go far enough for most foreigners. But the general trend of the recommendations 
was a relief to those who feared a return to U.S. isolationism. 








Political opposition in the U.S. to the report makes many Europeans feel ] 
that little actual legislation will result--at least in this election year. 

It seems that easier access to the U.S. market can't be counted on. 
>> Molotov, in Berlin, chooses this moment of disappointment in the Randall | 


report to dangle trade bait in front of the British and French. 
A rosy picture of the Communist-bloc market of 800 million persons is 
painted by Molotov. He deplores curbs imposed by the U.S. on East-West trade. 
The British Treasury, meanwhile, shows its interest in hiking trade with 
Russia. British businessmen, now in Moscow, got special travel allowances four 
times higher than are normally allowed anyone traveling outside Britain. 
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Low-cost duplicator 
produces them in one operation 


MAIL COUPON FOR DEMONSTRATION AND/OR INFORMATION 


> A-B DICK 
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UN-254 


—— 
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(This page presents the opinion of the Editor. The news pages are written by other staff members independently of these editorial views.) 











MERICA is on the threshold of a big change. 

The opportunity that presents itself is to change 
from a war-stimulated economy to an incentive system 
of private rather than government spending. The role 
of government would not be paternalism, but a role of 
direct encouragement to individual enterprise. 

Such a transition, however, can be effected only by 
the cooperation of both parties in Congress. 

For in the next 120 days the crucial decision must be 
made—whether to continue indefinitely on a zig-zag 
course that leads to State Socialism, or to take the 
straight road toward the goals of prosperity unlimited 
and the highest standard of living ever achieved for 
the American people. 

America, to be sure, has not yet recovered from the 
effects of the 1929-1933 depression caused by the eco- 
nomic convulsions of World War I. Unemployment 
totals, it will be recalled, were reduced to negligible 
amounts only when World War II broke out: The war- 
time economy—which was resumed when the aggres- 
sion of 1950 occurred in Korea—has brought a decep- 
tive cycle of high wages and reduced purchasing power 
of the dollar, high profits but a lower net income after 
taxation, and a dependence on war or threat of war 
for the “prosperity” of an illusory inflation. 

President Eisenhower’s formula—described in his 
Economic Report to Congress which begins on page 44 
of this issue—calls for a healthy capitalism, as op- 
posed to the Socialism that feeds solely on the power 
of the state. The Eisenhower program calls on the 
Government not to own businesses, not to control them, 
not to dispense special privilege, not to compete with 
private enterprise, but by a revision of tax laws to give 
the American investor a chance to share in the fruits 
of American progress. It is a program not of public 
ownership, but of popular ownership. 


Demagoguery, however, can sabotage this 
program. Voices have been heard in Congress already 
arguing that raising of personal exemptions from $600 
to $700—which means a tax saving of less than a dol- 
lar a week per taxpayer but which would cost the 
Treasury 2.3 billion dollars annually in revenue—is a 
better plan than to give investors a chance to earn 
more money and workers to get higher wage scales. 

Superficially it sounds politically alluring for these 
critics to cry out that the Eisenhower program “helps 
the rich” or that this is “the kind of prosperity that is 
supposed to trickle down from the top.” But actually 
this is the jargon of the anti-capitalists. It can be 
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heard at any time, all the way from Moscow to Peiping. 

The basic test of any plan for economic betterment 
is how many jobs are created and what job security is 
provided for the future. We heard in the 1930’s a lot 
about how made-work on “leaf-raking” projects was 
designed to increase the purchasing power of individ- 
uals and relieve unemploynfent. But the New Deal 
turned a deaf ear to those who argued for a stimulus to 
heavy-goods industries by which millions of jobs would 
be created to last long after the leaves were raked. 

Do the demagogues in Congress want the United 
States to prosper, or do they seek political advantage 
out of human misery? Do they themselves wish to be 
charged at the polls next autumn with having blocked 
business recovery and expansion for America? 


The Eisenhower plan calls for a revised sys- 
tem of tax credits for businesses, large and small, to 
help pay for new plants and equipment as they wear 
out. A company with obsolete machines, the cost of 
which is being deducted in twenty years, could buy 
new equipment now if the allowances could be spread 
over ten years instead. It could mean more efficient pro- 
duction and lower prices to the public. Incentive tax 
laws can bring us the biggest expansion in construc- 
tion and manufacturing that America has ever known. 

But such expansion must be financed privately—by 
shareholders and not by the Government. Too long 
has debt increase, with a bigger and bigger load of in- 
terest charges, been the only source of new capital, 
and this only to a relatively few businesses which 
could earn, after taxes, enough to pay off such debt. 

The real need in America has been to encourage risk 
capital. In order for business to get this in abundance, 
the investor must be encouraged to put his money in 
shares. Hence the President’s plan to eliminate double 
taxation of dividends is the most far-sighted reform 
that could be made to attract investors and thus help 
America finance new plants and equipment. 

The President has recommended various proposals 
to use government funds to help refinance mortgages 
for homes and buildings and to encourage the con- 
struction of new units of large-scale housing. There 
are innumerable ways by which private funds can be 
utilized, with proper governmental encouragement, tc 
bring about a prospering America. 

Will Congress in the next 120 days vote these pro- 
grams? Never before have our legislators been faced 
with such a responsibility for decision. America stands 
at the crossroads. It’s the chance of a lifetime. 
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The Manhattan Shirt : Smith-Corona, makers 
Company, one of the of the famous Smith- 
foremost manufacturers Corona Typewriters, 


of men’s wear, has found use five Burroughs 
Burroughs Sensimatic Sensimatics on 
machines to be of great their Accounts 
value in the preparation Receivable. State- 
of “original” customers’ ments and ledgers 
monthly statements. are posted in one 


fast easy operation. 
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Hallmark Cards 
uses four Bur- 
roughs Sensimatics 


Atthe Marrero, Louisiana Plant to post accounts re- 
of The Celotex Corporation, ceivable on both 
one of the world’s largest and original ledger and 


best known producers of build- original statements. 
ing and acoustical products, the Both current and 
Burroughs Sensimatic has made future dated items 


the posting of production and are handled 
inventory data an extremely quickly and 
fast and efficient operation. efficiently. 






























SO SIMPLE SO SPEEDY! WITH SAVINGS TO SPARE! 
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ACCOUNTING MACHINES 





Favored for their extreme flexibility and versatility, famous Burroughs 
Sensimatics meet today’s pressing demand for cutting rising accounting 
costs. Virtually any accounting job or combination of jobs can be 
handled on a single machine—the same machine! 
—thanks to the exclusive sensing panel feature. Even 
beginners quickly do expert work. Small wonder, 
so many of the world’s best businesses use Sensi- 
matics to save them time, money and manpower. 
Call the Burroughs branch office nearest you, listed 
in the yellow pages of the telephone book, and get 
the full Sensimatic story. Burroughs 
Corporation, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE’S| Burroughs 































smokers 

by the thousands 

now changing to 
Chesterfield 


é ...enjoying the one cigarette that’s 
highest in quality, low in nicotine 
And remember, only Chesterfield has this 
ai proven record with smokers. No adverse 
S| effects to the nose, throat and sinuses from 
smoking Chesterfield. Both these statements 
are a matter of record. 


















**In movies—on the stage—wherever 

I am—you’ll see me enjoying my 

Chesterfields—best for me, 
best for you.’”’ 


Deborah Hor 


STARRING IN THE BROADWAY HIT 
“TEA AND SYMPATHY” 
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